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PROGRESS  OF  THE  TEACHERS  INSURANCE 
AND  ANNUITY  ASSOCIATION 

THE  Teachers  Insurance  and  Annuity  Association  is  simply  one 
detail  in  the  fundamental  plan  for  the  protection  of  college 
teachers  suggested  thru  the  Carnegie  Foundation.  This  plan  rests 
upon  what  are  admitted  to  be  the  essential  principles  as  developed 
by  the  experience  mainly  of  England  and  America,  and  as  formu- 
lated by  authorities  in  these  countries.  These  principles  were  ap- 
proved by  committees  of  the  Actuarial  Society  of  America  and  of  the 
American  Institute  of  Actuaries,  and  also  by  a  Commission  repre- 
senting the  Association  of  American  Universities,  the  Association 
of  American  Colleges,  the  American  Association  of  University  Pro- 
fessors, and  the  Carnegie  Foundation.  Concerning  these  underlying 
principles  there  is  little  difference  of  opinion. 

The  Teachers  Insurance  and  Annuity  Association  was  devised  in 
the  belief  that  such  a  piece  of  machinery  would  enable  both  teach- 
ers and  college  boards  to  caiTy  out  these  plans  for  old  age  annuities 
in  the  most  convenient  and  inexpensive  manner.  It  goes  without  say- 
ing that  the  Carnegie  Foundation  will  gladly  welcome  any  other  de- 
vice which  may  be  adopted  l)y  individual  colleges  founded  on  these 
essential  principles,  and  which  they  find  more  convenient  for  their 
own  purposes. 

The  acceptance  of  the  policies  of  the  Teachers  Insurance  and 
Annuity  Association  has  progressed  as  rapidly  as  one  could  expect. 
Unfortunately  for  the  cause  of  the  younger  teachers,  the  discussions 
which  have  been  had  concerning  it  assumed  mainly  the  form  of  a<lvo- 
cacy  of  one  or  another  technical  feature  of  the  ordinary  life  insur- 
ance business.  The  technical  question  of  the  form  of  insurance  or- 
ganization thus  came  to  overshadow  the  far  more  important  ques- 
tions that  had  to  do  with  the  specific  needs  of  the  teacher,  whether 
for  purposes  of  insurance  or  of  the  old  age  annuity.  The  reasons  why 
the  Association  could  not  be  organized  as  a  mutual  company  were 
not  at  first  understood.  The  question  whether  policies  should  be  par- 
ticipating or  non-participating  bulked  larger  in  the  discussions  than 
the  more  fundamental  question  whether  the  company  was  organized 
upon  sound  principles — whether  it  was  really  prepared  to  offer  to 
the  teacher  the  kind  of  policy  suited  to  his  needs  with  ample  security 
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«  PROGRESS  OF  THE  TEACHERS 

and  at  a  lower  cost  than  the  ordinary  commercial  company.  As  a 
matttT  of  fact,  these  questions  of  detail  as  to  organization  and  as  to 
the  technical  lulherence  to  the  ordinary  coniniercial  forms  of  policy 
liiul  little  to  do  with  the  main  considenitions  in  which  the  teacher's 
interest  actually  lies. 

Under  such  circumstances,  it  wius  inevitable  tliat  the  use  of  this 
picc«  of  miu'hinery  should  be  accepted  by  the  individual  teacher  and 
by  college  Ixjards  only  as  these  misunderstandings  were  removed  and 
the  es-sential  service  of  the  .Association  came  to  Ije  understoo<l.  No 
doubt  this  is  the  beat  way  in  which  the  Association  could  develop. 
It  is  on  the  whole  wiser  for  it  to  make  its  way  only  so  fsxst  as  the 
teachers  themselves  come  to  understand  the  fundamental  conditions 
of  the  ser^•ice  it  undertakes  to  render.  From  the  iH>giiining,the  policy 
of  the  Hoard  of  Trustees  has  l)een  most  conservative.  It  has  felt 
obliged  to  adhere  very  closely  to  esbiblished  methods  t)f  practice, 
to  incur  limited  responsibilities  for  death  losse.s,  and  to  enlarge  tin' 
facilities  and  the  convenienci«  of  its  jH)licies  only  so  fiust  as  the  grow  - 
iiig  numln-r  of  |)olicy-iiolders  gave  a  widely  distributetl  risk.  For 
example,  up  to  the  present  time  the  coni|)any  has  written  no  policy 
on  the  life  of  :i  teacher  in  excess  of  fifteen  thousand  dollars,  and  it  has 
re-insured,  without  expen.se  to  it-self,  two-thinls  of  this  amount.  .\t 
the  pn-sent  rate  of  growth  the  iumd>er  of  p<ilicy-holders  will  liesiilii- 
cient  by  the  end  of  the  pri>sent  year  to  discontinue  re-insurance  and 
pn)Iwd)]y  to  raise  the  limit  of  insurance  taken  u[X)n  the  life  of  a 
single  individual.  The  Triistcvs  of  the  -Association  have  thus  gradu- 
ally felt  their  way  with  a  constantly  growing  apprwiation  of  the  (it- 
ni-ss  of  the  j)olicies  ofFeri-d  by  the  .\ssiK*iation  and  with  a  gratifying 
growth  in  the  lunidn'r  of  jK)licies. 

Once  a  fairly  <listributi'<l  mnnlK-r  of  lives  are  insured,  the  com|viiiv 
will  offer  all  iKMiefit.s  that  can  Ik-  legitimately  and  sjxfely  undert.'iki'M. 
It  is  on  the  whole  to  1k'  desire<l  that  the  company  should  grow  in 
this  way  rather  than  thru  any  form  of  advertising  that  failetl  to  carry 
with  it  to  the  policy-holders  a  fair  conception  of  what  the  com(>anv 
nndert»H)k  to  do  for  them,  and  some  understanding  of  the  limits  of 
legitimate  life  insurance. 

The  AvMH'iation  Ix'gan  the  issuing  of  contracts  in  .March,  1J)1!). 
Hy  July,  1920,  it  had  written  five  h»ni<lnxl  life  insurance  policies 
representing  fi£,5.'W,i)!i8  of  insurance,  luid  it  had  written  four  hun- 
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dred  and  thirty-six  annuity  contracts  representing  the  payment  at 
maturity  of  $456,380  annually. 

These  contracts  were  written  in  one  hundred  and  eighty  institu- 
tions. On  June  30,  41  institutions  had  accepted  the  plans  of  the 
Teachers  Insurance  and  Annuity  Association,  and  hail  agreed  to 
provide  old  age  annuities  in  cooperation  with  their  teachers.  The 
formal  action  taken  by  the  first  29  of  these  institutions  was  printed 
in  the  Fourteenth  Report  of  the  President  of  the  Foundation.  The 
action  of  the  remaining  12  will  be  found  on  pages  75  to  84  of  the  Fif- 
teenth Report.  Of  the  41  institutions  that  have  adopted  the  coopera- 
tive plan  of  old  age  annuities  and  which  will  make  use  of  the  policies 
of  the  Teachers  Insurance  and  Annuity  Association,  35  are  among 
universities  and  colleges  associated  with  the  Foundation.  The  present 
group  of  annuitants  is,  howevei-,  for  obvious  reasons  drawn  mainly 
from  other  institutions.  As  will  be  seen  by  an  inspection  of  the  reso- 
lutions of  the  various  college  boards,  most  colleges  begin  their  co- 
operation with  the  teacher  only  after  one,  two,  or  three  years  of 
service. 

Altho  the  Association  has  been  offering  its  policies  for  a  very 
brief  period,  the  choice  of  policies  represented  in  this  group  is  highly 
suggestive,  and  it  is  particularly  encouraging  as  indicating  that  the 
proper  coordination  between  the  protection  for  insurance  and  the 
accumulation  for  old  age  annuity  results  in  a  greatly  increased  pro- 
tection for  the  amount  of  nioney  expended  by  the  policy-holder.  An 
analysis  of  the  choice  exercised  in  the  purchase  of  these  five  hundred 
policies  is  shown  in  the  following  table : 

DISTRIBUTION   OF  POLICIES 


Kind  of  Policy              Xuinlirr  Tiikfii 

Amoujit 

Percentage 

Term                                     2i[) 

$996,006 

40 

Decreasing  Life                     76 

690,000 

27 

Limited  Payment                 6i 

292,316 

12 

Endowment                            54 

284,475 

11 

Whole  Life                          54 

247,844 

9 

Survivorship  Annuity           3 

23,287 

1 

The  average  amount  of  insurance  of  each  policy-holder  in  the 
Association  is  $6740 — more  than  double  the  insurance  protection 
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of  the  typical  collt-ge  teacher.  It  is  interesting  to  note  that  teachers 
of  mathematics  have  taken  out  more  policies  than  teachers  in  any 
other  subject.  \Vhether  this  is  due  to  the  fact  that  the  mathemati- 
cians are  more  conversant  with  insurance  than  other  groups  of  teach- 
ers is  a  matter  of  conjecture.  The  ex[)erience  of  the  Association  is 
in  marked  contrast  witii  that  of  ordinary  life  insurance  companies 
in  the  matter  of  lapse<l  jK>licies.  Tlie  loss  of  the  Association  thru 
lapses  has  been  zero. 

With  regard  to  the  annuity  contract,  of  which  436  were  in  force 
in  July,  Id^O,  it  may  l>e  sjiid  that  the  great  bulk  were  taken  out  in 
coviperation  with  their  institutions,  the  contract  Ix'ing  in  every  case, 
of  course,  in  the  name  of  the  teacher.  Almost  universally  the  arrange- 
ment hjis  foUowetl  that  suggesle<l  in  the  rejjorts  of  the  Foundation 
—  a  joint  {Miyment  of  five  per  cent  each  on  the  part  of  the  teacher 
and  his  college.  The  numlK-r  jif  contracts  taken  out  by  teachers  with- 
t)ut  the  ccKijjeration  of  their  institution  wa.s  86. 

Even  in  the  short  exjK'rience  alreiuly  hml,  some  of  the  by-pro- 
ducts arising  in  a  system  in  which  the  teacher  has  a  jicrsoniU  con- 
tract and  a  direct  interest  in  accinnulating  a  reserve  to  his  credit 
have  become  evident.  One  of  the  most  interesting  is  the  tendency 
on  the  part  of  younger  teachers  to  increa.se  the  reserve  to  their  credit 
by  deposits  of  extra  sums  which  have  unexpectedly  come  into  tlieir 
hands  either  thru  payment  for  some  servici-  or  a  profit  which  hml  not 
iK'fore  been  anticijiated.  Eor  example,  one  annuitant  aged  thirty  lias 
de|K)sited  an  extra  jmyment  of  $900  which  will  operate,  of  course, 
to  make  a  very  large  increa.se  in  his  old  age  annuit  y  at  age  65.  Others 
have  ilejK)site<l  smaller  sums  in  excess  of  their  regular  annual  pre- 
miums. The  ela.sticity  of  the  annuity  contnu-t  offen-d  bv  the  Asso- 
ciation is  one  of  it.s  great  advantiiges,  and  invites  younger  teachers 
to  make  additions  to  the  rcM-rves  to  their  credit  at  such  times  as 
they  may  find  most  convenient,  'llie  exjH'rieiu-e  of  other  such  plans 
has  shown  that  this  op{K>rtunity  wa.s  not  without  its  im|H>rtance  .ind 
signiticance.  A  small  sum  thus  invested  in  early  nianiuMxl  Ixfomes  a 
tower  of  strength  in  old  age.  ^Vith  a  view  to  this  result,  some  «)f  the 
contributory  (x-nsion  .systems  for  j)idilic  s«-hool  teachers  in  existence 
in  (ierman  states  iK-fon;  the  war  rii|uiifd  the  yoimger  teacher  to  pay 
into  the  n-serve  for  the  first  one  «ir  two  years  of  his  service  a  consid- 
erable f)ercentage  of  his  .sjilary. 
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An  interesting  and  difficult  problem  h.-is  been  encountered  by  in- 
stitutions that  have  inaugurated  the  reserve  plan  of  accumulations 
for  providing  old  age  annuities,  but  which  had  not  had  the  advantage 
of  the  Carnegie  Foundation  pensions.  With  this  difficulty  the  insti- 
tutions have  dealt  as  best  they  could.  Perhaps  one  of  the  most  inter- 
esting solutions  was  that  by  Vanderbilt  University.  The  University 
raised  an  endowment,  the  income  of  which  is  sufficient  to  make  a  five 
per  cent  contribution  toward  a  reserve  to  provide  old  age  annuities 
for  all  of  its  teachers.  For  men  above  forty  such  accumulations  will 
make  but  meagre  retiring  allowances  unless  the  teacher  shall  serve  to 
an  advanced  age.  Undoubtedly  under  such  circumstances  the  teachers 
who  feel  able  to  do  so  will  desire  to  serve  beyond  the  age  of  sixty- 
five  in  order  to  make  the  accumulation  count  for  as  much  as  possible. 
While  the  University  assumes  no  additional  responsibility  of  a  con- 
tractual sort  than  the  payment  of  the  five  per  cent  premium,  it  will 
endeavor  if  possible  to  increase  such  old  age  annuities  as  may  prove 
to  be  insufficient.  On  the  other  hand,  the  governing  board  of  the 
University  has  sought  to  deal  impartially  with  all  teachers  by  con- 
tributing to  the  reserve  in  the  case  of  every  teacher  in  its  service  who 
shall  elect  to  enter  into  the  old  age  annuity  plan. 

The  progress  of  the  Teachers  Insurance  and  Annuity  Association 
has  now  reached  the  point  where  a  sufficient  number  of  policy-holders 
have  taken  contracts  to  ensure  a  good  distribution  of  risk  and  to 
form  a  sound  basis  for  a  steady  and  natural  growth.  How  rapid  such 
a  growth  may  become  is  mainly  dependent  on  whether  the  advan- 
tages of  these  policies  can  be  made  clear  to  the  general  body  of  col- 
lege teachers  of  the  United  States  and  Canada,  and  whether  also  the 
governing  boards  of  the  various  colleges  consider  the  establishment 
of  an  old  age  annuity  system  in  their  institutions  of  sufficient  impor- 
tance to  expend  upon  it  the  modest  cost  involved  in  assuming  part  of 
the  annual  premium  on  the  old  age  contract  of  each  professor.  These 
two  contingencies  represent  unknown  variables.  The  business  of  in- 
surance has  so  long  depended  on  solicitation  by  agents  that  college 
teachers  as  well  as  all  other  groups  in  the  body  politic  are  accus- 
tomed to  defer  taking  on  insurance  responsibility  until  sufficiently 
urged  by  the  agent.  Furthermore  the  teacher,  like  every  other  citi- 
zen, is  confronted  by  the  rival  claims  of  the  competing  insurance 
companies.  How  far  the  college  professor  will  succeed  in  disentan- 
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gling  himself  from  this  situation  time  alone  can  show.  Tliut  the 
Teachers  Insiinmce  and  Annuity  Association  should  have  written 
so  many  [X)licies  in  the  first  vear  of  its  existence  is  most  encour- 
aging. 

College  boards  of  trustees,  except  in  the  cases  of  the  stronger  insti- 
tutioti,  have  as  vet  only  liegun  to  consider  their  own  obligation  in 
this  matter.  Progress  in  this  direction  will  doubtless  Ixj  slow,  and  for 
the  viLst  majt)ritv  of  colleges  the  movement  will  Ix;  begun  by  the  ac- 
tion of  the  individual  tcjicher  in  biking  out  an  aruiuitv  contract  at 
his  own  cost  and  without  coiiperation  on  the  part  of  his  college. 

This  process,  however,  will  tiidv  l)e  in  existence  for  a  short  time 
bef(jre  the  college  hoard  finds  itself  obliged  to  deal  with  the  old  jige 
anruiity  [jjivment  in  the  case  of  a  teacher  whom  it  desires  to  hold  or 
in  c«.se  of  one  whom  it  <lcsires  to  call  to  its  serviix'.  Such  situations 
are  alrea<ly  Ix-giiuiing  to  bring  the  tjuestion  of  the  old  age  ri'tiremcnt 
plan  in  aspecific  way  to  tlieattention  of  IxMirtls  of  trustees  that  have 
hitherto  considered  that  this  niatter  hiul  small  weight  in  compari- 
son with  other  claims  ujM)n  the  college  income.  It  ought  al.s<i  to  be 
said  that  many  trustees  are  op|H)sed  on  j)rinciple  to  the  payment  of 
old  age  retiring  allowanci-s  on  any  plan  that  has  l)een  proj)osed.  'I'his 
feeling  is  due  in  the  main  to  the  history  of  the  military  j)ensions  of 
our  Civil  War.  Husiness  men  who  compose  in  the  main  the  mein- 
Ix-rship  of  Ixjards  of  trustees  have  l)een  ki-enly  alive  to  the  demor- 
alization'of  politics  thru  the  [n-nsion  grants  of  the  general  govern- 
ment, and  they  still  verv  naturally  liK)k  with  a  certain  degree  of 
sus|)icion  upon  any  jiroject  a-ssociated  with  the  won!  "|)ension.'' 

With  the  encouragement  of  its  first  year's  history,  the  Trustees 
of  the  Asso<'iation  look  forward  to  a  slow  but  steady  growth  in  the 
nundxT  of  jndicies  in  such  measure  as  accurate  knowledge  of  their 
mlvantages  iK^-omes  widespntul.  The  'I'nistees  propose  to  managi^ 
the  business  of  the  Assoi-iation  ujM)n  conservative  lines  and  in  ac- 
cordance with  the  Ix-st  exjK'rt  julvice  which  they  can  get.  The  Asso- 
ciation dfies  not  comjK.'tc  with  the  great  insurance  companies,  nor 
will  it  endeavor  to  offer  those  benefits  which  do  not  lielong  to  legiti- 
mate insunince  and  that  minister  chiefly  to  the  demands  of  com- 
petitive busini-ss.  On  the  other  hand,  following  the  In-st  practice  and 
under  the  Ix-st  ex|K'rt  lulvice  the  AsMK-iation  can  obtain,  its  Trustees 
will  offer  jxilicies  which  art-  ctmsidered  by  such  exjx-rts  as  not  only 
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secure,  but  best  adapted  to  the  economic  circumstances  of  the  teach- 
ing profession.  These  policies  will  endeavor  to  cover  life  insurance, 
disability  insurance,  and  the  old  age  annuitv.' 

EXEMPTION  OF  THE 

TEACHERS  INSURANCE  AND  ANNUITY  ASSOCIATION 

FROM  THE  INCOME  TAX 

THE  taxation  of  Insurance  Companies  by  the  Federal  Govern- 
ment and  by  the  State  Governments  has  for  some  years  been 
a  matter  of  warm  discussion  between  the  insurance  companies  and 
the  Government  officials  and  legislative  bodies. 

The  trend  of  legislation  and  executive  action  has  been  steadily  to 
lay  larger  taxes  upon  the  accmnulations  of  savings  in  the  hands  of 
the  life  insurance  companies.  In  levying  such  taxes,  the  State  Gov- 
ernments in  particular  have  been  disposed  to  give  small  considera- 
tion to  the  fact  that  the  funds  in  the  hands  of  the  great  life  insur- 
ance companies  were  nothing  other  than  the  accumulated  earnings 
of  many  thousands  placed  with  the  life  insurance  companies  in  the 
effort  to  protect  the  dependents  of  the  breadwinners  from  the  hazard 
of  premature  death.  A  tax  on  such  savitigs  is  a  tax  on  foresight  and 
thrift  when  levied  directly  on  the  reserves  intended  to  pay  death 
claims.  The  nature  and  scale  upon  which  such  taxes  are  levied  are 
indicated  below. 

The  Teachers  Insurance  and  Annuity  Association  of  America  is 
a  stock  corporation  organized  under  the  General  Corporation  Law 
and  Insurance  Law  of  the  State  of  New  York.  It  was  formed  for  the 
sole  purpose  of  undertaking  insurance  upon  the  lives  or  health  of 
teachers  and  other  persons  employed  by  colleges,  universities,  or  in- 
stitutions engaged  primarily  in  educational  or  research  work  and 
also  to  grant  annuities  to  these  persons.  Its  business  is  conducted 
without  profit  to  the  corporation  or  its  stockholders.  Insurance  poli- 
cies and  annuities  are  sold  to  teachers  or  other  persons  engaged  in 
educational  or  research  work  throughout  the  United  States,  Canada, 
and  Newfoundland. 

'At  the  end  of  December,  1920.  as  this  report  goes  to  press,  the  Association  had  written  663 
insurance  policies,  covering  $3,366,747  of  insurance,  and  654  annuity  contracts  providing 
$624,31)8  annual  income  begun  at  retirement. 
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The  Federal  Kesene  Art  of  1918  imposes  four  tjixes  ujK)n  insur- 
ance corporations.  These  are  the  Income  Tax,  the  Excess  Profits 
Tax,  the  ("upital  Stock  Tax,  and  a  tax  on  tlie  issuance  of  insurance 
policies.  The  statute  provides,  however,  for  the  exemption  of 

"corpf)rationsorgani/c<l  and  operated  exclusively  for  religious, 
charitable,  scientific  or  e<hicational  purposes,  or  for  the  pre- 
vention of  cruelty  to  children  or  nniinals,  no  {lart  ot  the  net 
earnings  of  which  inures  to  the  benefit  of  any  private  stock- 
holder or  individual."  Section  231  (6). 

The  Commissioner  of  Internal  Revenue  originally  ruleil  that  the 
Ass<K'iation  did  not  come  witliin  this  cla.ssification  and  was  therefore 
subject  to  all  of  the  above  taxes. 

In  view  of  tliis  decision,  the  Association  filed  Corporation  Income 
and  F^xcess  Profits  Tax  return.s,  but  since  there  was  no  taxable  net 
income,  the  Association  luus  not  been  retjuired  to  pay  an  income  tux 
or  an  excess  profits  tax. 

'llie  corjK)ration  filed  monthly  returns  reporting  the  life  insur- 
ance ]K)licies  issued,  and  jmid  the  tax  of  eight  cenLs  on  each  SlOO  or 
fractional  part  thereof  of  the  am<Hint  for  which  any  lives  were  in- 
sureil.  No  capibil  stock  tax  returns  were  filed. 

The  oflicers  of  tlie  Tejichers  Insurance  and  Annuity  Association 
consistently  urged  that  the  Association  should  be  exempt  from  Fitl- 
eral  taxation  under  the  statutory  exemptit)n  upon  the  ground  that 
its  service,  like  that  of  the'Carnegie  Foundation  and  of  tlie  Carnegie 
Corporation,  was  essentially  that  of  a  charitable  organiwition. 

The  entire  capital  stiH'k  of  the  Association  is  held  by  the  Car- 
negie Cor|K)ration,  itself  a  charitable  organization.  Neither  the 
stockholders  nor  the  trustees  of  the  Asso<'iation  can  use  any  accu- 
mulations or  profit.s  of  the  Association  fi>r  profit-  A  large  endow- 
ment is  jirovidetl,  by  which  all  overheail  exjK'nses  are  paid,  and  the 
jmyment  of  future  increjises  in  such  overhead  exjienses  has  Ix-eri 
iLssiiiiu'<l  by  the  Carnegie  I'oundatioii.  Hv  this  arrangement,  the  in- 
sun-d  is  furnisheil  insurance  at  less  than  the  actual  cost.  The  Asso- 
ciation is  organized  s«ilely  to  be  of  service  to  college  teachers,  and 
was  incor|M)rati'd  under  stiite  laws  as  an  insurance  cumpanv  entin-lv 
in  the  teachers'  interest  and  mainly  to  secure  two  objects: 


FROM  INCOME  TAX  9 

1.  That  the  teacher  should  have  an  enforceable  contract  for 
his  insurance  and  for  his  old  age  annuity,  and  — 

2.  That  he  should  have  the  protection  that  comes  from  the 
scrutiny  of  a  well-conducted  State  Department  of  Insur- 
ance. No  protection  to  the  policy-holder  approaches  that 
which  arises  from  such  an  independent  outside  scrutiny  as 
that  exercised  by  an  efficient  department  of  insurance. 

The  representatives  of  the  Association,  therefore,  did  not  ac- 
quiesce in  the  original  ruling  of  the  Commissioner  of  Internal  Rev- 
enue, and  insisted  that  the  incorporation  of  the  Association  did  not 
change  its  essential  philanthropic  character  but  merely  added  to  the 
enterprise  certain  safeguards.  Notwithstanding  this  incorporation, 
the  essential  purpose  of  the  Association  is  precisely  the  same  as  that 
of  the  Carnegie  Foundation, — to  strengthen  and  make  more  secure 
the  profession  of  the  teacher.  On  these  grounds  the  representjitives 
of  the  Association  argued  that  the  Teachers  Insurance  and  Annuity 
Association  stood,  with  respect  to  Federal  taxation,  on  the  same 
basis  as  the  Carnegie  Foundation  and  the  Carnegie  Coi-poration. 

The  appeal  from  the  original  decision  of  the  Commissioner  was 
argued  before  the  Committee  on  Appeals  and  Review  of  the  Bureau 
of  Internal  Revenue  in  May,  and  on  July  26  the  following  decision 
was  communicated  to  the  counsel  representing  the  Teachers  Insur- 
ance and  Annuity  Association: 

c        .  Treasury  Department,  Washington,  July  S6, 1920. 

The  Committee  on  Appeals  and  Review  has  had  under  con- 
sideration your  appeal,  on  behalf  of  the  Teachers'  Insurance 
and  Annuity  Association  of  America,  from  a  ruling  of  the  In- 
come Tax  Unit,  holding  that  Association  not  exempt  from  in- 
come tax  under  the  provisions  of  Subdivision  6,  Section  231  of 
the  Revenue  Act  of  1918. 

You  are  advised  that  after  careful  consideration  of  the  facts 
in  the  case  by  the  Committee  on  Appeals  and  Review  and  the 
Solicitor  of  Internal  Revenue,  it  is  held  that  the  Teachers'  In- 
surance and  Annuity  Association  of  America  comes  properly 
within  the  scope  of  Subdivision  6,  Section  231  of  the  Statute 
and  is,  therefore,  relieved  from  the  necessity  of  filing  returns  of 
annual  net  income. 

The  ruling  previously  made  in  this  case  is  hereby  revoked. 
Respectfully, 

Wm.  M.  Williams,  Ccyrnmiss'ioner. 
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This  ruling  exempts  the  Association  from  income  tax.  exce>s 
profits  tax,  capital  stock  tax,  and  the  monthly  insurance  tax,  and 
any  amounts  paid  to  tJie  Government  will  now  he  refunde<l. 

This  decision  is  most  gratifying  to  tliose  who  have  been  inter- 
ested in  the  development  of  the  Teachers  Insurance  and  Annuity 
Asstx-iation  a-s  an  agency  available  to  all  college  teachers,  whereby 
within  the  limits  of  a  mo<lest  salary,  a  teacher  may  protect  himself 
and  his  family  against  the  ha/jirds  of  his  own  premature  death  or 
disability. 

In  addition  to  the  Federal  taxes,  insurance  companies  organized 
under  the  I^ws  of  New  York  are  subject  to  certain  state  taxes.  In- 
surance cor[)orations  are  expressly  exempted  from  the  New  York 
Corporation  Income  Tax  I-aw  by  Section  210  of  tlie  Tax  Ijiw.  In- 
surance compiinies  are  als<j  expressly  exenipted  from  the  New  York 
Capital  Stock  Tax  by  Section  183  of  the  Tax  Iviws. 

Section  187  of  the  New  York  Tax  Ijiw  as  amendi-d  in  1919  im- 
poses an  animal  tax  for  the  privilege  of  doing  an  insurance  business 

"e<|ual  to  one  percent,  on  theexcessof  the  gross  amount  of  pre- 
miums charge*!,  over  the  deductions  hereinafter  provided,  cur- 
ing the  preci-iling  calendar  year  for  business  done  at  any  time 
in  this  State." 

'I'hf  de<luctions  meiitiotutl  include  premiums  paid  for  reinsur- 
ance in  ct)rix)rations  bixe<l  under  Section  187,  unearned  premiums 
returne<l  on  cancele<l  jK)licies,  premiums  on  jK)licies  not  taken,  and 
so-called  dividends  to  policy-holders.  The  word  "chargetl"  jus  used 
with  reference  to  life  insurance  means  the  amoinit  t)f  premiums  re- 
<"eive<l.  'Hiis  tax  the  AssiK'iation  must  pay,  and  the  fact  that  it  is 
organizetl  exclusively  for  charitable  puqx)ses  is  no  Iwusis  for  exemp- 
tion. 

Tlie  A.s.sociation  is  also  subjix-t  to  the  "information  at  the  .source"' 
and  "withholding"  provisions  of  Uith  the  Fe<lei-al  and  State  Income 
Tax  Ijiws.  These,  however,  do  not  impt)se  any  tax  u[K)n  the  Asso- 
ciation, but  reipiire  it  to  furnish  certiun  infoniiation  and  in  stime 
cases  to  withhold  an<l  jwiy  to  the  State  or  Fwlend  Goveniment  a 
certain  jK-nx-ntjige  of  jmymenLs  miule  by  it, 

'Ilie  Association,  then-fore,  is  now  held  to  Ix-  fri-e  from  all  Fe<lend 
tiixatioii  because  of  its  charitalile  nature.  It  is,  however,  subject  to 
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pay  the  annual  tax  to  the  State  of  New  York  etjual  tt)  one  per  cent 
on  the  gross  premiums  received  on  policies  on  the  lives  of  persons  in 
that  state,  less  the  deductions  specified  above. 


THE  NEW  RETIRING  ALLOWANCE  SYSTEM 
OF  HARVARD  UNIVERSITY 

IN  June,  1920,  the  Corporation  of  Harvard  University  atlopted  a 
new  plan  of  retiring  allowances  for  its  teachers,  to  become  effec- 
tive September  1.  1920. 

The  previous  steps  which  the  University  had  taken  in  the  matter 
of  retiring  allowances  were  the  following: 

In  1899,  the  Corporation  adopted  a  definite  plan  of  retiring  allow- 
ances available  to  any  teacher  of  the  grade  of  assistant  professor  who 
had  held  such  place  for  a  period  of  twenty  years,  and  who  had  reached 
the  age  of  sixty.  The  amount  of  the  annual  payment  was  a  function 
of  the  salary  and  the  length  of  service.  The  President  and  Fellows 
reservetl  the  right  to  retire  a  teacher  at  their  discretion  at  age  sixty- 
six.  The  retiring  allowances  were  to  be  defrayed  entirely  by  the  Cor- 
poration. 

With  the  institution  of  the  Carnegie  Foundation  in  1905,  Har- 
vard University  became  one  of  the  participators  in  the  benefits  of 
this  trust,  and  the  principal  part  of  the  load  arising  from  the  adop- 
tion by  the  President  and  Fellows  of  the  retiring  allowance  obliga- 
tion of  1899  has  been  earned  by  the  Carnegie  Foundation.  In  indi- 
vidual cases  in  which  the  retiring  allowance  of  a  professor  computed 
under  the  Harvard  niles  of  retirement  exceeded  that  provided  under 
the  rules  of  the  Foundation,  the  LTniversity  has  paid  the  excess. 
AVhen  the  retiring  allowance  of  the  Foundation  was  the  larger,  the 
teacher  has  received  his  retiring  allowance  under  the  nales  of  the 
Foundation. 

Up  to  June  30, 1920,  the  Foundation  had  paid  to  the  Treasurer 
of  Harvard  University  for  the  purpose  of  these  retiring  allowances 
S625,l  15.22.  The  actuaries  estimate  that  during  the  next  30  years 
the  Foundation  will  pay  into  the  treasury  of  Harvard  for  this  pur- 
pose five  times  that  sum.  Harvard  LTniversity  has  thus  been  in  the 
past,  and  will  continue  to  be  for  a  generation  to  come,  the  chief 
beneficiary  of  Mr.  Carnegie''s  gift  to  teachers. 
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At  the  time  of  the  institution  of  the  plan  of  retiring  allowantes  by 
the  Harvani  Corporation  in  1899,  the  only  conception  of  a  teacher's 
pension  system  in  the  minds  of  college  authorities  was  that  of  an 
old  age  |)ension  provide<l  hv  the  governing  lx)dy  of  the  institution. 
'Hierc  was  even  then  a  large  literature  on  the  subject  in  Europe, 
much  of  which  has  since  Ijeen  either  reprinted  or  descrilied  in  the 
publications  of  the  Carnegie  Foundation,  but  twenty  years  ago  it 
was  practically  buried  in  government  archives  or  in  rejwrts  of  Com- 
missions. Where  pensions  for  teac-hers  were  considered  at  all  in  the 
I'nited  States,  they  were  conceived  of  as  old  age  allowanc-es  paid  to 
the  teacher  by  his  employer,  the  college  goveriunent,  partly  on  the 
ground  of  recognition  of  faithful  service  and  pirtly  to  provide  a 
humane  means  by  which  the  institution  could  teniiinate  the  tenure 
of  place  of  men  whose  jxiwers  were  iK'ginning  to  wane. 

The  action  taken  by  the  CorjK)ration  of  Harvard  in  1899  was 
highly  creditable.  It  represente<l  a  step  forward  in  the  effort  to  dig- 
nify and  improvL-  the  status  of  the  college  professor.  In  point  of  time 
it  foll<>wi'<i  the  less  elalH)rate  arrangements  for  pensions  at  Columbia 
(1890)  and  at  Vale  (1897). 

F'ive  years  later,  when  the  Carnegie  Foundation  was  inangurate<l, 
the  same  conception  of  the  college  j)ension  was  held  i)y  Mr.  Carnegie 
and  the  Trustees  that  he  appointed,  and  the  literature  of  the  subject 
was  no  more  accessible.  Alreiulv,  however,  there  was  i)eginning  to  Ix; 
some  i|uestion  as  to  the  economic  justification  of  a  jK-nsion  paid  with- 
out the  pirticijMition  of  the  Ix-neliciary.  While,  tlierefore,  the  Cor- 
poration of  I  larvard  committed  itself  unreservedly  to  the  support  of 
a  n'tiring  allowance  system — -declaring  that  "the  obligation  of  the 
I'n-sident  and  Fellows  to  pay  retiring  allowances  will  Ix;  neither 
greater  nor  less  than  their  obligation  to  pay  s^ilaries"  —  the  Trus- 
ttx-s  of  the  Carnegie  Foundation  in  their  original  announcement, 
and  as  jjart  of  the  same  memorandum,  explicitly  n-served  the  right 
to  make  such  chiinges  in  the  ndes  of  retirement  as  exiR-rience  might 
indicate  as  desirable  in  the  intere.st  of  the  whole  Ixxly  of  o>llige 
teachers  in  the  l'nite«l  States  and  Canada. 

'llie  action  of  the  Harvani  Corporation  touching  it.s  retiring  al- 
lowance system  has  followiil  the  course  nuule  inevitable  by  the  full 
discussion  of  the  j)ensii)n  iguestion  brought  out  in  the  last  ten  years. 
These  studies  havf  made  clear  (1)  that  the  tost  of  a  pension  system 
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])ai(i  at  the  end  of  the  term  of  service  cannot  be  determined  in  ad- 
vance, (52)  that  the  cost  of  such  a  system  will  exceed  any  reasonable 
expectation,  (3)  that  no  university  can  permanently  undertake  so 
indefinite  and  expensive  a  project,  and  (-i)  that  the  only  means  bv 
which  a  pension  system  can  be  brought  within  the  reach  of  the  col- 
lege government  and  of  the  college  teacher  is  by  the  accumulation  of 
reserves  thru  moderate  annual  payments.  Apart  from  all  these  rea- 
sons, still  stronger  objections  to  such  pensions  ha\e  been  shown  to 
exist  on  economic  and  social  grounds. 

Very  wisely,  in  the  light  of  this  information,  the  Harvard  Cor- 
poration took  action  on  March  29, 1915,  terminating  the  retirement 
allowance  system  instituted  in  1899  for  all  teachers  entering  the  Uni- 
versity after  the  date  of  passage  of  the  following  resolution : 

Whereas  the  President  and  Fellows  of  Harvard  College  have 
accepted  the  system  of  pensions  as  established  by  the  Carnegie 
Foundation,  and  whereas  in  consetjuence  the  University  endow- 
ment for  pensions  has  not  been  increased,  and  is  wholly  insuffi- 
cient for  pensions  under  the  system  of  retiring  allowances,  as 
adopted  by  the  President  and  Fellows  on  March  27,  1899 

Voted  that  hereafter  any  person  receiving  a  first  appointment 
to  the  office  of  an  assistant  professorship  or  to  an  office  of  like 
or  of  higher  grade  shall  have  no  right  or  claim,  except  by  a 
special  vote  of  the  President  and  Fellows,  to  a  pension  from  the 
University  other  than  such  as  is  paid  by  the  Carnegie  Founda- 
tion. 

The  Corporation  further  limited  its  responsibility  under  the  retir- 
ing allowance  statutes  of  1899  by  action  taken  in  1919  and  1920, 
which  provided  in  effect  that  the  increases  of  salaries  made  possible 
by  the  Special  Fund  raisetl  for  that  purpose  in  1918-19  should  not 
be  considered  in  determining  the  retiring  allowances  for  which  the 
University  is  responsible  under  its  plan  established  in  1899. 

The  foregoing  statement  outlines  the  history  of  the  University  as 
to  pension  legislation,  including  the  period  of  the  exhaustive  discus- 
sions in  the  reports  of  the  Carnegie  Foundation,  the  reorganization 
of  the  pension  system  of  the  Foundation,  and  the  establishment  of 
the  Teachers  Insurance  and  Annuity  Association  of  America  as  an 
effort  to  provide  a  comprehensive  solution  of  the  problem  of  the 
teachers  protection  against  the  hazards  incident  to  the  economic 
conditions  of  his  professional  life. 
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The  consideration  of  the  availiibilitv  of  the  Teachers  Insurance 
and  Annuity  Asstx-iation  for  the  jiur{X)se  of  Ilarviuxl  University  antl 
its  teachers  was  rcferretl  bv  the  Pn-sident  of  the  IT  Diversity  to  a  ( 'oni- 
mittee  of  eight  nieinlxTSof  the  Faculty  some  two  years  ago.  In  April, 
1919,  tlje  Committee  rendered  an  interesting  report  (which  will  Ije 
descril)ed  later),  which  ended  with  the  following  recommendations: 

Recnm  mendtii  ions 
\Miile  gratefully  appreciating  the  ixjiievolent  purpose  of  the  new 
Association,  the  Committee,  therefore,  is  constraine<l  to  make  these 
recommendations : 

1 .  'Hiut  the  (ioverning  Iktnrds  be  respectfully  urged  to  consider, 
in  connection  with  the  need  for  increasing  the  siilaries  for 
teachers  and  other  officers  of  the  University,  the  exi>e<liency 
of  a  plan  for  setting  aside  each  year  a  {x;rcentage  ot  salaries 
for  the  ultimate  beneHt  of  all  teachers  not  already  provided 
for. 

!i.  That,  if  siich  a  i)lan  l»e  adopted,  a  small  portion  of  these  an- 
imal retentions  Ik?  usetl  to  provide  all  teachers  with  insurance 
against  tlisabilitv. 

.'{.  That,  pending  consideration  of  these  recommendations,  the 
(ioverning  Hoards  l)e  retjuested  not  t<)  enter  into  an  engage- 
ment with  the  Teachers  Insurance  and  Annuity  Association. 

In  the  light  of  this  re|)ort,  the  l*resi<lent  and  Fellows  of  Harvard 
College  on  June  ^.'i,  1980,  mlopted  a  plan  of  old  age  annuities  of 
which  the  following  are  the  essential  features; 

1 .  Participation  in  the  plan  is  compulsory  upon  all  teachers  ap- 
pointed for  more  than  »>ne  year  to  the  teju'hing  staff  after 
September  1,  19'-20.  The  Corporation  may  exempt  from  par- 
ticipation liny  teiu'luT  who  h;is  the  Ix-nefit  of  the  Carnegie 
jH-nsion  system  or  other  similar  j)rotection.  Up  to  Deceni- 
IxT .'51 , 1 9'JO,  a  teacher  who  has  enteriHl  the  University  sintv 
Noveml)er  17,  1915,  may  eK-ct  to  lx>come  a  pirticijwint. 

'i.  Kach  ]>arlicipant  shall  in  each  year  {xay,  or  allow  the  Univer- 
sity to  retain,  a  sum  ei|ua]  to  ten  per  cent  of  the  salary  voted 
to  him. 

:5.  nie  University  rebiins  and  invest-s  these  sums  under  stated 
coiulitions. 

4.  On  rt'tiri'inent  of  any  ti'acher,  the  I'niversity  shall  cause  not 
li'ss  than  niiK'ty-fivf  [MTin-nt  of  the  cretlits  lu-ciimiilati-d  for 
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him  to  be  applied  to  the  purchase  of  an  annuity  on  the  life  of 
such  person,  or  on  the  joint  lives  of  persons  agreed  upon 
between  him  and  the  Corporation,  in  such  Company  as  the 
Corporation  may  aj^prove. 

5.  Upon  withdrawal  prior  to  retirement  the  University  shall 
pay  to  such  person  the  amount  of  his  accumulated  credits, 
provided,  however,  that  in  case  of  withdrawal  within  the  five 
yeai-s  prior  to  the  age  of  retirement  (this  age  is  not  stated  in 
the  act),  the  University  may  recjuire  the  purchase  of  a  satis- 
factory ainiuity.  Provisions  are  made  for  payment  of  accu- 
mulations to  the  executors  or  administrators  of  the  estate  of 
deceased  teachers. 

6.  The  University  reserves  the  right  to  deduct  from  all  payments 
to  participants  a  sum  to  cover  cost  of  management  and  of  a 
reserve  to  protect  investments  against  depreciation. 

7.  Alterations  in  the  plan  are  subject  to  approval  by  two-thirds 
of  the  teachers  concerned. 

8.  The  Corporation  does  not  assume  State  or  Federal  Income  tax 
upon  the  income  of  sums  deposited  with  it. 

9.  The  Corporation  reserves  the  right  to  discontinue  the  scheme 
at  any  time.  In  such  event  each  participant  shall  receive  from 
the  University  his  accumulated  credits. 

Stated  in  its  simplest  terms,  the  University  has  established  a  com- 
pulsory savings  fund  under  its  own  management,  to  which  all  teachers 
entering  after  September  1,  1920,  must  contribute  ten  per  cent  of 
their  salaries.  From  these  accumulations  old  age  annuities  must  be 
purchased  under  conditions  agreed  upon  by  the  Corporation  and  the 
participant,  provision  being  made  for  return  of  accumulations  under 
proper  conditions. 

This  plan  is  financially  sound,  since  it  is  founded  on  the  essential 
condition  of  the  establishment  of  old  age  annuities  thru  annual  pay- 
ments. The  willingness  of  the  Harvard  Corporation  to  deal  promptly 
with  this  difficult  matter  and  its  adoption  of  a  clear-cut  solution  is 
most  creditable.  Such  action  is  only  common  prudence  on  the  part 
of  institutions  that  have  enjoyed  the  benefits  of  the  Carnegie  Foun- 
dation pensions.  Participation  in  these  pensions  removes  the  greatest 
obsbicle  to  the  establishment  of  a  sound  old  age  retirement  plan  by 
disposing  of  the  great  load  of  accrued  liabilities  which  form  the  chief 
obstacle  to  the  establishment  of  a  retirement  scheme  based  on  annual 
payments.  Many  boards  of  trustees  have  failed  to  realize  that  this 
advantage  will  be  in  a  large  measure  thrown  away  if  a  number  of 
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years  shall  elapse  before  their  institutions  set  up  some  adequate  ma- 
chiner\'  for  providing  old  age  annuities  thru  reser\-es  accumulatetl 
in  annual  pavinents.  Any  institution  following  such  a  policy  will  find 
itself  a  few  years  hence  fju-ing  a  load  of  accrued  liabilities,  dillicult 
to  carry,  whose  accumulation  will  go  far  to  diminish  the atl vantages 
to  the  college  arising  from  the  Carnegie  Foundation  jKjnsions.  For  it 
may  Ix-  taken  for  grantetl  tliat  no  college  can  escape  the  responsi- 
bility for  some  system  of  humane  retirement  for  its  teachers. 

As  is  fjointed  out  in  a  later  section,  the  plan  contains  an  inherent 
inequity,  but  the  features  most  likely  to  be  criticised  by  teachers  are 
the  obligatory  participation  and  the  transfer  of  the  entire  {tension 
load  to  the  teacher. 

Those  who  are  disposed  to  urge  the  first  of  these  criticisms  may 
well  l)e  reminded  that  the  Commission  that  reportetl  to  the  Carnegie 
Foundation  in  April,  1917,  maile  the  following  recommendation: 
"To  attain  its  full  j)urjK)se,  participation  in  the  pensions  system,  to 
the  extent  of  an  agreed  minimum,  should  form  a  condition  of  enter- 
ing the  service  or  employment  the  members  of  which  are  coiiyxrating 
in  the  pension  system"  (7':iv7/?/i  Annual  Kipoii,  page  7~).'niis  Com- 
mission include<l  ri'presentatives  of  the  American  Asstx-iation  of 
Universitv  Professors.  It.s  report  was  unanimous.  The  principle  thus 
stated  is  amply  confirmwl  by  ex[)erience.  Any  college  government 
which  a.ssumes  a  fair  share  of  the  cost  of  a  retiring  allowancv  plan 
may  reasonably  require  that  those  entering  its  service  shall  accept  a 
participation  in  such  a  system  as  a  condition  of  entering  the  service. 

'Hie  drastic  action  of  the  Harvard  Corporation  in  placing  the 
entire  cost  of  the  old  agi?  retirement  plan  upon  the  teacher  consti- 
tutes a  serious  objit-tion  to  the  Harvard  Savings  Fund  plan  and  is 
to  lie  n-grettiil.  In  no  particular  has  there  lx?en  more  confusion  of 
thought  than  in  the  consideration  of  the  relation  of  tlie  old  age  jx.>n- 
sion  to  sjilary.  This  is  illustrate<l  in  the  Harvard  legislation  on  the 
subjift.  'Hie  first  plan  adopti-*!  by  the  University  was  founde<l  on  the 
assumption  that  tlie  old  age  |x?nsion,  provided  out  of  univei-sity  in- 
come, was  a  dinvt  addition  to  the  teacher's  comj>ensation. 'llie  plan 
just  wlopted  n-sts  on  the  n-ssumption  that  any  oi<l  age  jx-nsioii  "is 
taken  out  of  the  earnings  of  the  teachers." 

lliese  a.ssuinptioiis  represent  two  extremes.  WHiat  actually  hap- 
pen.s  HA  between  the  salary  and  the  old  age  pension  is  somewhere 
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between  them.  The  sweeping  assumption  that  there  is  no  way  in 
which  a  college  board  of  trustees  can  establish  a  retiring  allowance 
system  except  out  of  the  earnings  of  its  teachers  leads  quickly  to  a 
rcduct'io  ad  absurdum.  It  can  be  equally  well  maintained  that  the  cost 
of  aj)paratus  or  of  research  is  taken  out  of  the  "earnings"  of  teachers. 
The  process  of  determining  the  scale  of  pay  of  the  college  teacher 
and  the  relation  to  it  of  the  old  age  pension  cannot  be  solved  by  any 
such  simple  formula  as  that  upon  which  the  Harvard  Savings  Fund 
statute  is  predicated.  This  matter  is  discussed  in  the  following  sec- 
tion. 

There  are  two  aspects  of  the  general  pension  problem  involved  in 
the  solution  as  adopted  at  Harvard  that  are  of  special  significance. 
First,  the  point  of  view  from  which  the  University  Corporation  ap- 
proached the  question  is  (and  properly  so)  an  entirely  different  one 
from  that  which  led  to  the  establishment  of  the  Teachers  Insurance 
and  Annuity  Association ;  and  second,  the  establishment  in  any  Uni- 
versity or  college  of  a  savings  fund  to  provide  old  age  annuities  is  of 
limited  value  to  the  individual  teacher  unless  it  is  used  in  connection 
with  some  such  agency  as  the  Teachers  Insurance  and  Annuity  Asso- 
ciation. These  two  matters  deserve  some  attention,  for  they  lie  at  the 
base  of  any  solution  of  this  larger  problem  from  the  standpoint  of 
the  teacher. 

The  Harvard  Corporation  has  naturally  concerned  itself  simply 
with  the  problem  of  the  old  age  annuity.  A  university  corporation 
ought  not  to  become  a  philanthropic  agency,  nor  ought  it  to  embark 
on  enterprises  foreign  to  its  primary  educational  work.  The  justifica- 
tion for  the  establishment  of  a  system  of  retiring  allowances  lies  in 
the  fact  that  the  University  government  is  directly  interested  both 
educationally  and  financially  in  a  plan  for  retiring  its  teachers,  to 
whom  it  stands  in  the  relation  of  employer.  It  is  this  consideration 
that  justifies  a  college  corporation  in  diverting  certain  of  its  funds 
to  the  support  of  old  age  annuities.  In  establishing  a  plan  of  retire- 
ment the  Harvard  Corporation  dealt  with  the  matter  entirely  from 
the  standpoint  of  the  governing  body,  its  responsibilities  and  duties. 

The  question  the  Corporation  faced  was,  AVTiat  ought  the  govern- 
ment of  the  University  to  do  to  make  possible  the  retirement  of 
teachei-s,  in  a  just  and  humane  way,  when  the  interests  of  the  Uni- 
versity so  require.' 
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The  problem  the  Carnegie  Foundation  undertook  to  solve,  and 
which  resulted  in  the  establishment  of  the  Teachers  Insurance  and 
Annuity  Association,  was  a  much  bromler  one.  The  point  of  view- 
was  that  of  the  teacher,  not  of  the  governing  Ixxlv,  and  the  question 
was.  What  sort  of  machinery  caTi  be  set  up  under  which  the  college 
teacher,  witlnn  the  limit  of  his  own  ability  to  pay,  can  protect  himself 
and  his  family  against  the  hazauls  incident  to  the  economic  condi- 
tions of  his  pixjfession  ? 

These  are  two  entirely  different  questions. 

There  are  three  principal  hf\zards  of  dependence  incident  to  life 
on  the  modest  salary  of  a  c-oUege  professor.  In  the  order  of  their 
prolwbihty  they  are; 

(1)  Dependence  of  the  family  by  the  premature  death  of  the 
teacher. 

(?)  Dependence  of  the  teacher  and  his  wife,  or  his  widow,  after 
his  income-earning  power  diminishes. 

(3)  DejK-ndence  of  both  teacher  and  family  in  case  of  perma- 
nent disability.  This  huit  is  far  less  fre(]uent,  but  ils  the 
experi?nce  of  the  Carnegie  Foundation  indicates,  it  is  more 
dreailed  by  the  teacher  tnan  the  fear  of  old  age  dependence. 

The  Carnegie  Foundation  undertook  to  work  out  a  solution  of 
this  larger  problem  — a  solution  that  should  be  secure,  feasible,  and 
penuanent,  and  that  would  lie  just  both  to  the  teacher  and  to  his 
college.  The  processes  which  le<l  to  the  solution  finally  adopted  are 
fully  descrilK'd  in  the  reports  of  the  Foundation  and  need  not  \ye 
reiH'atwl  here.  It  is  enough  to  make  clear  the  fact  that  the  problem 
with  whicli  the  Harvard  Cor])oration  dealt  was  (and  tyuitc  properly) 
its  own  s|)eci(ic  problem,  and  that  the  solution  is  from  the  point  of 
view  of  the  governing  Ixxlv.  The  problem  with  which  the  Caniegie 
Foundation  was  concerned  was  a  far  wider  problem,  and  the  point  of 
view  from  which  it  was  undertaken  was  that  of  the  colU'ge  teaclier. 

As  to  the  second  point,  it  re<|uires  but  little  consideration  to  see 
that  the  teacher  who  shall  particijmte  in  the  retiring  allowance  fund 
establishe<l  by  Harvard  will  have  gone  only  part  way  in  the  solution 
of  his  own  problem  of  protcrtion.  He  will  still  nee<l,  quite  as  much 
as  any  other  teacher,  |>n>tcction  for  his  dejH'n<lents  against  his  pn>- 
niature  death  and  disability,  thni  insurance  policies  adapted  to  his 
netils,  which  shall  articulate  with  his  old  age  protection  lus  providwl 
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thru  the  Harvard  Sa\iiigs  Fund.  No  teacher  will  have  more  occasion 
to  make  use  of  the  insui-aiice  and  disability  policies  of  the  Teachers 
Insurance  and  Annuity  Association  tlian  the  participants  in  the  plan 
established  by  the  Harvard  Corporation.  The  Corporation  was  fully 
aware  that  these  policies  are  equally  open  to  all  teachers,  and  no 
doubt  assumed  that  a  teacher  would  make  any  combination  he  de- 
sired between  his  insurance  policy  and  his  reserve  in  the  hands  of  the 
Harvard  Corporation.  It  goes  without  saying  that  the  teacher  will 
do  vvisely  to  purchase  such  policies  wherever  they  can  be  had  upon 
the  most  secure  and  advantageous  terms.  The  Teachers  Insurance 
and  Annuity  Association  has,  of  course,  no  reason  to  exist  unless  it 
furnishes  policies  better  suited  to  the  teacher's  needs,  and  at  lower 
cost,  than  companies  operating  on  a  commercial  basis.  This  is  pre- 
cisely what  it  is  doing  for  its  policy-holders. 

The  method  of  dealing  with  the  retiring  allowance  question  by 
the  Harvard  Governing  Corporation  and  the  mingling  of  faculty 
and  trustee  action  which  determined  the  final  form  of  the  old  age 
retiring  scheme  reflects  in  a  striking  way  the  confusion  which  has 
fallen  upon  many  American  institutions  of  learning  as  to  the  dis- 
tinction between  government  and  administration.  At  the  present 
moment  there  is  a  passion  for  what  we  like  to  call  democratic  meth- 
ods of  administration.  One  of  the  fallacies  most  characteristic  of 
such  periods  is  the  assumption  that  democracy  consists  in  diluting 
the  responsibility  of  government  among  the  whole  body  of  those 
affected  by  it.  True  democracy  and  real  freedom  lie  in  another  direc- 
tion. 

In  1899,  the  Harvard  Board  of  Government  decided  to  establish 
at  its  own  cost  a  system  of  retiring  allowances  for  its  teachers  out 
of  its  general  income.  In  1915,  it  decided,  for  good  and  sufficient 
reasons,  to  terminate  this  system  for  all  teachers  entering  the  Uni- 
versity thereafter.  In  1919  and  1920,  the  Corporation  voted  that  in- 
creases of  salary,  made  thru  the  special  endowment  raised  for  that 
purpose,  should  not  be  included  in  reckoning  the  retiring  allowances 
to  acci-ue  under  its  statute  of  1899.  All  these  steps  were  taken  by 
the  Corporation  upon  its  own  responsibility  and  without  reference  to 
the  faculty.  The  availability  of  the  Teachers  Insurance  and  Annuity 
Association,  on  the  contrary,  was  referred  to  a  Committee  of  the 
Faculty  for  report.  Three  questions  were  involved:  (1)  Shall  the 
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{{overiiiiig  IkmIv  c-oiipeiate  witli  it.s  twicliers  in  the  fiiture  in  iiuiin- 
taining  an  old  age  retiring  .system?  (H)  Is  the  iiiiu'hinerv  |)ro|x>sed  in 
theTeju'hers  Insurance  anil  Annuity  Association  suited  to  that  pur- 
pose ?  (;})  \V'hat  are  the  wishes  and  opinions  of  the  teaching  and 
administrative  body  {not  simply  the  faculty)  concerning  the  estal>- 
lishinent  of  such  a  plan  and  its  apprx)priate  fejitures? 

The  first  of  these  ijue-stions  hiis  to  do  purely  with  a  resj)onsil)ility 
of  the  governing  body;  the  second,  in  so  far  as  it  rests  upon  tech- 
nicid  knowledge,  should  be  decided  on  the  testimony  of  comjietent 
experts.  To  invite  a  professor  of  literature  or  of  psychology  to  render 
an  opinion  on  the  matter  of  technical  (juestions  of  insurance,  or  on 
the  administration  of  an  insurance  compmy,  is  not  fair  to  him.  The 
jwrt  of  the  report  of  the  Harvanl  faculty  which  deals  with  these 
matters  is  of  little  value. 

On  the  other  hand,  it  was  in  every  way  to  be  desireil  that  the 
governing  body  learn  the  wishes  and  opinions  of  the  members  of 
the  teju-hingand  lulministrative  staff  with  reganl  to  the  terms  and 
conditions  whidi  they  might  consider  desirable  in  the  establishment 
of  any  such  system.  It  is  in  the  answer  to  this  third  (piestion  that  tlu' 
rc|>ort  of  the  Harvard  faculty  hiLs  significance  and  value.  It  would 
have  liei-n  still  more  valuable  —  I  hesitate  to  sjiy  more  democratic  — 
hiul  it  re(lect«l  not  oidv  tiie  wishes  of  the  faculty,  but  also  of  the 
whole  instructing  and  administrative  stjiff,  and  particidarly  of  those 
whose  interests  were  diit-ctlv  airecliil. 
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co.MMriTKi:  ON  oi.i)  A(;i;  ANNirriKs 

TIIK  re|K)rt  of  the  Committee  of  the  Harvard  iuculty  u[M)n  the 
Tem-hers  Insurance  and  Annuity  AsstH'iation  is  one  of  the 
most  interesting  discussions  of  this  matter  which  hius  come  from  anv 
group  of  university  men.  .\s  an  expression  of  the  point  of  view  of  a 
high  mindeil  and  able  group  of  teachers  speaking  in  the  name  of  our 
oiliest  miiversity,  the  re|M)rt  is  of  interest  to  all  who  are  conci'rmtl  in 
such  questions.  Apart  from  the  final  conclusions  which  have  In-en 
Unoteil  in  the  pn-vious  section,  the  report  is  devoted  to  four  topics, 
wiiiih  may  Ih'  sununari/e<l  its  follows: 


I 
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Gknkrai.  Coxsidkuations 

Educational  institutions  are  bound  to  provide,  either  within 
tlie  institution  or  thru  some  outside  agency,  an  adequate  sys- 
tem of  retirement  for  their  teachers. 

"The  pension  systems  hitherto  maintained  by  Harvard  Uni- 
versity and  by  the  Carnegie  Foundation  for  the  Advancement 
of  Teaching  have  both  lapsed  as  regards  all  new  entrants  upon 
the  teaching  profession."  The  need  of  definite  action  is  there- 
fore imperative. 

"ITie  cost  of  a  pension  comes  in  any  case  out  of  the  teacher's 
earnings.  It  is  immaterial,  in  the  long  run,  whether  nominally 
the  college  pays  it  all  or  the  teacher  pays  it  all  or  each  pays 
half."  "A  workable  and  just  plan  of  deferred  annuities — 
whether  the  contributions  be  made  by  teachers,  by  colleges,  or 
by  both — demands  accordingly,  as  a  prerequisite,  an  increase  in 
salaries,  or  at  any  rate  an  increase  in  that  portion  of  the  college 
income  which  is  available  for  the  remuneration  of  teachers." 

These  general  considerations  will  be  discussed  later. 

Description  or  the  Proposals  of  the  Teachers  Insurance 
AND  Annuity  Association  and  their  Advantages 

The  report  describes  the  plan  of  the  Teachers  Insurance  and  An- 
nuity Association  and  the  nature  of  its  policies;  calls  attention 
to  the  fact  that  these  policies  are  furnished  at  a  lower  cost  than 
those  of  commercial  companies;  notes  the  disability  benefits  to 
teachers  in  associated  colleges  furnished  thru  the  Carnegie 
Foundation,  and  the  fact  that  policy-holders  will  be  invited  to 
participate  in  the  choice  of  the  trustees  of  the  Association. 
This  requires  no  discussion. 

Coill'AKISON  OF  THESE  ADVANTAGES  WITH  THOSE   HaRVARD 
COULD  HERSELF  PllOVIDE 

"In  considering  these  various  advantages,  the  real  question  is 
not  whether  the  Teachers  Insurance  and  Annuity  Association 
offers  better  terms  than  ordinary  insurance  companies,  but 
whether  it  offers  better  terms  than  Harvard  could  herself  pro- 
vide. As  far  as  insurance  policies  are  concerned,  this  question 
does  not  greatly  concern  us,  for  these  policies  are  open  to  all 
teachers,  whether  in  associated  institutions  or  not,  and  Har- 
vard therefore  need  take  no  action,  one  way  or  the  other,  with 
respect  to  the  insurance  proposals.  In  giving  this  latitude  to  in- 
stitutions and  teachers,  the  Association  has  acted  wisely, because 
most  of  the  able-bodied  young  men  of  the  country,  from  whom 


22        HAHN  Alll)  FACULTY  COM.MrrrEE  UKPOllT 

the  tcat'hing  profession  will  be  recmitetl  for  some  yeai-s  to  come, 
have  been  in  the  National  service  and  are  consequently  in  posses- 
sion of  War  Risk  Insurance  policies.'" '  "llie  main  (juestion  has 
therefori-  to  do  with  annuities  and  disability  allowaiu-is.  How 
do  the  advantages  offere<l  by  the  Teachers  Insurance  and  Annu- 
ity Association  compare  with  those  which  the  University  could 
provide  by  establishing  a  deferretl  annuity  plan  of  its  own?"' 

'ITiere  follows  a  comparison  of  these  relative  advantages  as  esti- 
mated by  the  Committee.  The  relief  from  overhead  expense  seems  to 
the  Committee  unimportant,  since  the  I'niversity  could  invest  its 
funds  at  little  expense  and  in  the  judgment  of  the  Committee  to 
better  advantage. 

The  Committee  considers  that  a  disability  provision  should  have 
greater  flexibility  than  that  covere<l  bv  the  phrase  "total  disjibil- 
ity."  It  considers  also  that  the  custody  of  the  funds  in  the  hands  of 
its  own  university  would  create  a  legal  luid  moral  obligation  that 
would  '■  Ix'  clear  and  absolute."  "Furthermore,  it  is  conceivable  tliat 
despite  the  best  of  intentions,  despite  expert  actuarial  atlvice,despitc 
state  supervision,  the  Association  may,  in  a  comparatively  imtrietl- 
line  of  business,  prove  to  have  Ix-cn  the  victim  of  a  miscalculation." 
"In  this  contingency,  tlie  associated  colleges  could  not  divest  them- 
selves of  a  share  in  the  responsibility." 

The  Committee  does  not  shirk  the  (juestion  whether  Harvard 
owe.s  it  to  American  e<lucation  to  participate  in  the  plan  propositi 
by  the  Association.  The  primacy  of  Harvard  among  American  uni- 
versities is  mcxlestly  admitted  and  the  obligation  that  adheres  to 
this  position  is  acknowle<lged.  The  Connuittee  concludes  that  the 
University  is  not  calletl  upon  to  join  in  any  plan  for  a  general  scheme 
of  retiring  allowances,  since  in  its  judgment  any  institution,  large  or 
small,  can  establish  its  own  fund  for  old  age  annuities  and  di.sability 
protection. 

A  Moral  Reasos  for  DECLixiNr.  Coopkratiov  with  thk 
Tkachhrs  IxsiMiANrF.  Axn  AwriTV  As.sociatiox 

"In  favor  of  independence  in  the  control  of  teachers"  annuities 
a  final  consideration  may  be  suggested.  An  Association  which 

*  Thin  AMumptinn  t«  prrmAture. 

'  II  ia  nnt  rlrnr  what  thia  phnuc  "  nnlrird  "  mriiiu.  The  pollclc*  of  the  TeArhcni  Iiwuninre 
nnil  Aiiniiily  AMorintion  nn  txued  upon  the  Kinif  actuarial  roniideralioiis  a.H  the  policies 
ofothrr  Insurance  companic*. 
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is  endowed  witli  capital  stock  by  the  Carnegie  Corporation,  and 
whose  relations  with  the  Carnegie  Foundiition  are  so  intimate, 
must  necessarily  stand  allied,  in  the  public  mind,  with  these 
two  older  organizations.  Whatever  attitude  popular  opinion 
may  assume  toward  the  latter  will  reflect  itself  upon  the  former. 
Now  it  is  not  desirable  that  college  teachers  as  a  class  shoidd 
be  thought,  even  by  indirection,  to  be  susceptible  to  the  influ- 
ence of  great  accumulations  of  wealth.  Nor  is  it  desirable  that 
they  should  be  invested  by  the  public  imagination  with  an  au- 
tomatic allegiance  to  the  educational  views  —  however  admi- 
rable these  may  be  —  of  the  Carnegie  Foundation  for  the  Ad- 
vancement of  Teaching.  Other  things  being  efjual  or  nearly 
equal,  is  it  not  better  that  college  teachers  incur  no  obligations 
or  responsibilities,  direct  or  indirect,  big  or  little,  real  or  ap- 
parent, to  any  but  themselves  and  the  institutions  which  they 
serve?  Bound  together  by  an  undivided  loyalty  to  their  college, 
they  can  best  develop  that  corporate  spirit  which  counts  for  so 
much  in  the  happiness  and  the  efficiency  of  labor." 

This  last  paragraph  is  perhaps  the  most  illuminating  of  the  whole 
report,  altho  in  reading  its  stirring  appeal  to  stand  up  against  the 
"influence  of  great  accumulations  of  wealth"  and  to  develop  the  true 
"corporate  spirit"  of  Harvard,  one  almost  forgets  that  the  cjues- 
tion  to  be  decided  is  whether  it  is  more  advantageous  to  buy  insur- 
ance and  annuity  contracts  from  one  insurance  agency  or  another. 
To  appreciate  the  delightful  quality  of  this  belated  expression  of  the 
danger  that  cooperation  with  the  Carnegie  Foundation  threatens  to 
the  independence  of  Harvard,  one  needs  to  recall  the  past  relations 
between  the  two  organizations. 

The  first  chairman  of  the  board  of  trustees  of  the  Foundation  was 
the  then  president  of  Harvard.  The  board  is  composed  maiidy  of  col- 
lege and  university  presidents  of  whom  the  present  president  of  Har- 
vard is  one.  The  retiring  allowances  provided  by  the  hoard  thus  gov- 
erned are  paid  into  the  University  treasurv.  The  individual  profes- 
sor has  no  occasion  to  know  the  Carnegie  Foundation  in  the  matter. 
Harvard  University  has  been  the  chief  beneficiary  of  the  trust  so  ad- 
ministered, and  it  will  continue  to  be  such  for  a  generation  to  come. 
The  prt)fessors  who  sign  this  warning  and  appeal  will  naturally  ac- 
cept in  due  course,  thru  the  University,  retiring  allowances  provided 
bv  the  Foundation.  Under  these  conditions,  the  vision  of  the  com- 
mittee that  one  obtains  in  this  paragraph,  with  one  hand  warning 
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their  younger  colleugues  (who  have  no  })ensions  j)i*oviiied  for  them) 
against  the  contamination  that  might  arise  from  purehasing  an- 
nuity contnu-ts  from  the  Teachers  Insurance  Association  (an  insur- 
ance company  not  permitted  under  the  law  to  (hscriminate  in  edu- 
cational matters),  while  with  the  other  hantl  accepting  the  pensions 
provided  hy  the  Foundation  itself — certainly  a  far  more  direct  and 
dangerous  form  of  contamination — all  this  taken  together  consti- 
tutes one  of  those  charming  reactions  of  the  acatlemic  conscience — 
possibly  a  little  more  common  in  the  longitude  of  Candiridge  —  that 
now  and  again  throw  a  ray  of  cheer  across  a  wearv  and  ilistracted 
world.  No  one  knows  better  than  the  sensible  and  scholarly  gentle- 
men who  sign  this  report  that  these  veiletl  allusions  to  "the  influ- 
ence of  great  accumulations  of  wealth,"  the  duty  to  "incur  no 
obligations  or  responsibilities  to  any  but  themselves  or  their  institu- 
tions," the  need  to  "develop  that  corporate  spirit  which  counts  for 
so  much  in  the  happiness  and  efficiency  of  labor"  (presumably  the 
lalMjr  t)f  Harvard  teachers) — no  one  knows  better  than  these  gentle- 
men tiiat  this  rhetoric  has  no  meaning  as  applied  to  the  relations  of 
the  Carnegie  Foundation  in  the  uinversities  and  colleges,  still  less 
has  it  any  pliu-e  in  deciding  the  iiuestion  whether  a  young  teacher 
in  I  larvard  can  do  Ixitter  to  buy  his  annuity  contract  of  the  Teiu-hers 
Insurance  Association  rather  than  from  scmie  other  insurance  com- 
jjaiiy.  The  actual  prosiK-ft  of  a  self-contained  Harvard,  admitting 
"no  obligations  or  responsibilities"  toward  other  agencies  in  the 
social  order,  cultivating  an  intensive  "corporate  spirit,"  and  con- 
ducting its  own  savings  fund  (and  presumably  similar  business  enter- 
prises necessary  to  the  preservation  of  corporate  spirit),  is  not  one 
that  any  of  these  gentlemen  would  really  welcome.  This  jwiragraph 
is  merely  the  expression  t)f  the  psychology  of  a  situation  that  ob- 
taimtl  at  the  time  the  re{)ort  was  [irepaiiKl,  and  for  some  yeai-s  pre- 
ce<ling  it.  That  a  certain  critical  attitude  toward  the  Carnegie  Foun- 
dation shoidd  ri'sult  when  its  trnstiH.-s  changeil  the  form  of  its  jx-nsion 
system  wius  pn)t))d)!y  inevitable,  no  matter  how  sound  the  reasons  for 
the  change,  and  notwithstanding  the  definite  power  to  make  such  re- 
vision that  the  trustees  had  reserved  to  themselves.  .Much  of  this  crit- 
icism arose  out  of  lack  of  knowledge  of  the  conditions,  and  part,  un- 
fortunately, from  widespread  misivpresentation.  Any  lunnan  agency 
that   resolutely  turns   from   the  wrong  pith  to  the  right  one  must 
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expect  to  have  nearly  as  many  stones  cast  at  it  by  the  saints  as  by 
the  sinners.  Under  these  conditions  it  was  natural  that  the  Harvard 
teachers  should  be  critical  toward  an  agency  like  the  Carnegie  Foun- 
dation, when  no  such  feeling  might  arise  toward  their  own  university 
when  it  also  abandoned  the  full-paid  pension  plan.  The  Teachers 
Insurance  and  Annuity  Association  was  the  outcome  of  the  long 
labors  of  the  Carnegie  Foundation  to  solve  the  pension  problem  in 
a  just  and  permanent  way,  available  for  all  American  teachers.  Its 
technical  provisions  are  founded  on  the  best  expert  opinion  to  be 
had  in  America  and  Europe.  But  it  was  inevitable  that  it  should  be 
judged,  not  merely  on  the  basis  of  its  own  fitness,  but  rather  thru 
the  atmosphere  of  criticism  that  suiTOunded  the  Carnegie  Founda- 
tion. Its  proposals  have  had  to  make  their  way,  not  only  against  this 
feeling,  but  in  competition  with  the  enterprising  and  plausible  in- 
surance agent.  It  is  perhaps  surprising,  under  these  conditions,  that 
by  the  end  of  its  seconil  year  a  thousand  college  teachers  should 
have  availed  themselves  of  the  facilities  of  the  Association.  The  ex- 
traordinary pronouncement  in  the  last  part  of  the  report  of  the  Har- 
vard Committee  is  readily  understood  in  the  light  of  these  circum- 
stances. It  represents  a  state  of  mind  rather  than  accurate  knowledge 
of  the  highly  technical  matters  upon  which  information.was  sought. 

In  a  few  years  all  these  matters  will  be  freed  of  the  heat  that  has 
been  developed  in  the  discussions  of  the  past  five  years,  and  both  the 
policies  of  the  Teachers  Insurance  Association  and  of  the  Harvard 
Savings  Fund  plan  will  succeed  in  just  such  measure  as  they  meet 
the  actual  needs  of  the  young  teachers  of  the  United  States  and 
Canada.  For  no  old  age  annuity  plan  can  be  set  up  at  Harvard  with- 
out involving  the  interests  of  younger  teachers,  whose  free  migration 
is  of  moment  to  Harvard  as  well  as  to  all  other  institutions. 

The  report  of  the  Harvard  Committee  is  specially  noteworthy  be- 
cause it  raises  certain  general  and  fundamental  questions  that  are 
not  to  be  settled  upon  technical  expert  judgment.  These  questions 
are  dealt  with  in  the  following  section. 

The  Carnegie  Foundation  has  had  the  good  fortune  to  be  fa- 
vored with  many  criticisms  by  college  groups  upon  the  plan  of  old 
age  annuities  proposed  by  the  Teachers  Insurance  Association.  None 
of  these  reports  have  brought  greater  satisfaction  to  the  Founda- 
tion than  that  of  the  Harvard  Faculty  Committee.  It  is  in  excel- 
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lent  English  and  in  adniirnhlc  tenijKjr — i)iialities  by  no  means  i-har- 
ntteristic  of  nil  tin-  iicadeiiiie  outpourings  in  these  luattei-s.  Through- 
out the  report  the  eHort  to  Ije  courteous  luul  fair  iseviilentat  every 
paragraph,  and  one  likes  to  Ix^lieve  that  courtesy  and  fairness  are 
qualities  characteristic  of  the  true  scholar. 

Adhuc  scholasticus  taiituni  est;  quo  genere  hominum, nihil  autest 
siniplicius  aut  sincerius  aut  melius. 


SOME  Fl^DAMENTAL  QCKSTIONS  RAISED 
BY  THE  HAUVAUD  EACrLTV  ItEl'OltT 

WHAT  policies  in  insurance  and  in  annuities  are  feasible  and 
secure  and  what  are  the  best  forms  of  compmy  organization 
are  almost  wholly  technical  <|uestions,  whether  considered  from  the 
actuarial,  the  legal,  or  the  economic  point  of  view.  These  matters 
have  Ix-en  subjects  of  discussion  for  many  years  by  men  who  are 
familiar  with  the  experience  and  the  practice  of  tlie  world.  The  lit- 
erature of  the  .subject  is  extensive.  How  far  present  day  insurance 
methods  rest  upon  sound  theory  and  sound  practice  and  how  far  they 
have  l)een  affecteil  bv  the  competitive  character  of  modern  insur- 
ance busine.ss  can  lie  judge*!  only  by  men  who  are  thoroughly 
groundetl  in  the  literature  and  thet)ry  of  the  subject  There  are 
certain  things  which  am  Ik-  done  for  the  individual  by  co<')j>en»- 
tion  in  an  insuraiux-  and  annuity  organiuition  with  certainty,  with 
little  risk  of  disapjMjintment,  and  at  a  reasonable  cost.  The  etl'ort 
to  furnish  tliis  service  to  society  thru  competing  organizations  luus 
brought  alxjut  a  situation  under  which  the  n)ore  scientitic  and  feasi- 
ble scheme  of  life  insunini-e  and  of  old  age  pR)tection  has  l)een  over- 
laid by  a  series  of  prop>sjils,  attractive  in  form  but  necessjirily  less 
definite,  and  in  many  cases  likely  tt)  l)e  ili-jij)|)ointing.  They  appeal 
to  that  universjil  (|ua!ity  in  human  nature  which  at  one  time  in 
our  insurance  history  made  tontines  so  popular  —  the  fascination  of 
tiie  chance  to  win  in  a  game  in  which  many  must  lose.  How  ft\r  an 
organization  planned  for  the  use  of  tejichers  living  on  nuxlerate  in- 
come should  go  in  adding  to  the  more  legitimate  offerings  of  insur- 
ance and  annuity  |)olicies  other  attractions  resting  on  conditions 
nwessjirily  less  definite  and  stHnirr,  is  n  (piestion  to  Ik-  decidetl  uii  the 
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evidence  of  the  liighest  expert  opinion.  In  this  field  of  technical 
knowledge  lie  the  decisions  relating  to  the  form  of  organization  and 
the  nature  and  limitations  of  the  policies  —  nmtualization,  parti- 
cipating clauses,  disability  provision,  and  similar  questions.  Many 
of  the  re{X)rts  from  groups  of  college  teachers  upon  the  Teachers  In- 
surance and  Annuity  Association  have  dealt  mainly  with  these  tech- 
nical matters.  The  report  of  the  Harvard  Faculty  Committee  con- 
stitutes a  real  contribution  to  this  discussion  by  reason  of  the  fact 
that  it  presented  also  certain  fundamental  questions  which  must  be 
fairly  examined  from  the  point  of  view  of  the  university  teacher, 
and  wliich  umst  be  fairly  answered  before  the  great  body  of  teach- 
ers can  be  satisfied  with  any  solution  of  the  old  age  annuity  and  its 
associated  problems  of  life  and  disability  insurance. 

The  more  important  of  these  questiotis  are  the  following: 

Can  the  old  age  retirement  problem  be  solved  for  college 
teachers  by  simply  raisingtheir  salaries  to  a  higher  level,  leaving 
the  individual  teacher  to  provide  his  annuity.'' 

Is  the  assumption  that  "the  cost  of  a  pension  comes  in  any 
case  t)ut  of  the  teacher's  earnings"  and  "it  is  immaterial,  in  the 
long  run,  whether  nominally  the  college  pays  it  all  or  the 
teacher  pays  it  all  or  each  pays  half"  justified  by  experience.? 

Are  there  advantages  to  teachers  and  to  colleges  in  having 
each  college  accumulate  and  operate  its  own  savings  fund  as  the 
basis  of  an  old  age  annuity  plan? 

What  form  of  disability  insurance  is  desirable  and  feasible  for 
college  teachers.''  and  to  what  extent  does  it  offer  a  support  in 
case  of  disability  ? 

The.sequestions  are  of  particular  interest  to  men  who  have  recently 
entered  the  profession  of  the  teacher  or  who  are  on  the  point  of  so 
doing.  It  is  es.sential  that  their  consideration  be  freed,  so  far  as  possi- 
ble, of  the  confusion  which  now  envelops  the  subject,  notwithstand- 
ing the  extensive  literature  on  the  matter.  It  is  somewhat  remarkable 
that  the  reports  made  on  these  subjects  have  rarely  considered  them 
from  the  point  of  view  of  the  body  of  younger  men  —  the  class  hav- 
ing most  at  stake  in  their  solution. 

Thk  RKi,.\rios  OF  I'knsioxs  to  Sacauiks 
The  first  and  second  of  these  questions  ai-e  really  parts  of  a  single 
general  problem.  It  is  impossible  to  answer  them  fully  without  some 
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fair  knowledge  of  the  extensive  literature  of  the  subject  and  without 
taking  into  account  the  lessons  drawn  from  the  long  exjx;rience  of 
English  and  American  life  insurance  and  annuity  companies.  The 
a  priori  answer  to  such  (juestions  is  likely  to  be  widely  diH'erent 
from  that  drawn  from  this  source.  In  the  end,  it  will  be  the  testimony 
of  experiiMK-e  that  decides  this  matter  for  the  reason  that  experi- 
ence involves  not  oidy  actuarial  estimates,  interest  rates,  and  vital 
statistics,  but  includes  in  addition  those  factors  that  arise  from  the 
inherent  qualities  of  human  nature. 

That  college  salaries  should  be  raised,  no  one  will  question.  Jiefore 
the  World  \V'ar  they  were  far  too  low.  Few  know  the  straits  to  which 
many  college  teachers  have  been  reduced  in  the  past  three  years. 
Even  the  large  increases  recently  made  have  scarcely  kept  salaries 
abrea.st  of  the  level  of  rising  prices.  Hut  no  matter  what  level  sjdaries 
reach  — even  tho  a  period  of  declining  prices  should  leave  the  college 
professor  with  his  present  salary  in  a  very  advanbigeous  position — no 
raiseof  the  level  of  salary  will  bring  about  a  general  movement  on  the 
part  of  teachers  to  set  aside  a  jK>rtion  of  their  income  for  old  age  pro- 
tection.This  is  the  universjd  testimony  of  exjjerience,  and  the  reasons 
lie  in  the  qualities  of  human  nature.  No  matter  what  tlie  level  of  sal- 
ary, the  time  will  never  come  when  provision  for  one's  old  age  or  for 
one's  dependents  cnn  l)e  made  without  a  mea-sure  of  self-control  and 
self-denial.  Only  a  limited  numlK-r  of  men  possess  these  qualities.  In 
this  respect  teachers  arc  not  different  from  other  human  beings.  A  re- 
cent enquiry,  which  is  analyze*!  in  the  Ninth  Hulletin  of  the  Founda- 
tion, indicates  that  nearly  twenty  |X'r  cent  of  college  teac-hers  do  not 
even  carry  insurance,  while  the  amount  usually  carrietl  by  instructors 
is  S2(H)0,  l)y  junior  professors  ?:i(HK),  and  by  full  professors  ?.500(). 

In  addition  to  the  testimony  of  the  insurance  compatiies,  the  Car- 
negie Foundation  hius  in  its  files  numerous  letters  from  teachers, 
heads  of  departments,  and  deans,  iK-aring  on  this  matter.  The  uni- 
versal testimony  is  that  increa.ses  of  salary  are  not  devoted  to  sav- 
ings of  any  kind.  Save  in  rare  cases  they  are  absorl)etl  in  new  ex- 
penses. The  habit  of  provision  for  old  age  will  l>ecome  genend  among 
teachers  only  when,  thru  some  action  of  the  college  govcnnnent,  such 
provision  l)econiesa  part  of  the  contnictual  arrangement,  as  l)elweeii 
the  teacher  and  his  college.  In  this  res()ect  the  experience  of  the  past 
leaves  no  room  for  doubt. 
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The  relation  of  the  old  age  pension  to  salary  is  notquite  so  simple, 
and  it  has  bee!i  coniplii-atcd  by  the  fact  that  the  reports  of  com- 
missions and  of  other  authorihitive  bodies  with  respect  to  the  pen- 
sions of  government  employees  have  been  applied  to  other  groups 
in  which  the  relation  of  the  old  age  pension  to  compensation  was  en- 
tirely different. To  approach  the  matter  in  its  most  concrete  form,  let 
us  examine  the  college  pension  systems  now  in  use  in  this  country 
from  the  point  of  view  of  the  relation  of  the  old  age  provision  to 
the  teacher's  compensation. 

In  considering  the  question  we  may  omit  all  the  pension  systems 
now  in  use  that  undertake  to  provide  an  old  age  annuity  by  any 
other  means  than  by  the  accumulation  of  reserves  thru  annual  pre- 
miums over  a  term  of  years.  In  no  other  way  can  the  ultimate  cost 
of  the  old  age  pension  be  known  in  advance,  and  only  on  this  basis 
can  it  be  made  contractual  and  brought  within  the  financial  ability 
of  either  the  teacher  or  his  college. 

The  contractual  plan  of  old  age  annuities  for  teachers  is  being  con- 
ducted upon  two  methods.  In  both  the  contract  is  with  the  teacher, 
and  he  is  at  entire  liberty  to  continue  the  contract  if  he  removes  to 
another  college  or  goes  out  of  teaching  altogether.  The  contract  is 
his,  and  its  benefits  can  go  only  to  him  or  to  his  heirs.  The  difference 
in  the  two  methods  lies  in  the  fact  that  in  the  first  the  college  gov- 
erning bodv  pays  the  entire  premium  either  out  of  its  current  funds 
or  out  of  a  special  endowment  obtained  for  that  purpose.  This  plan 
has  been  adopted  by  two  American  universities  using  the  contracts 
of  the  Teachers  Insurance  and  Annuity  Association.  In  the  second 
plan  the  college  and  the  teacher  cooperate  upon  an  agreed  basis  in 
the  payment  of  the  annual  (or  monthly)  premiums  upon  the  annuity 
contract.  Generally  each  pays  half  up  to  a  limit  of  five  per  cent  of  the 
salary.  This  plan  is  in  use  in  the  Federated  British  Universities,  and 
has  already  been  inaugurated  in  more  than  forty  American  and  Cana- 
dian universities  and  colleges. 

Harvard  University  has  adopted  a  third  plan,  also  based  on  the 
accumulation  of  annual  (or  monthly)  premiums,  but  paid  entirely 
by  the  teacher. 

Here  are  three  plans  for  providing,  thru  premiums  accumulated 
over  a  period  of  years,  the  reserve  for  an  old  age  annuity.  Considered 
entirely  apart  from  all  other  questions,  is  it  "immaterial"  to  the 
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teacher's  compensation  whether  he  participates  in  providing  an  old 
age  annuity  under  the  first,  second,  or  third  of  these  arrangements? 

The  scale  of  siilarv  at  a  college  or  university  varies  greatly  in  dif- 
ferent countries.  In  Eurofie  these  salaries  usually  share  the  closed 
conditions  of  the  Government  ( 'ivil  Service.  In  the  Tnitetl  States  and 
Canada  the  universities  bid  for  teachers  in  an  open  market,  and  the 
salarr  scale  at  a  particular  institution  will  Ix;  the  result  of  a  numlier 
of  factors  —  the  income  at  thetlisposition  of  the  trustees(which  thev 
consider  available  for  salaries),  the  desire  for  expansion,  the  nature 
of  the  pressure  for  research,  for  student  activities,  for  all  sorts  of 
causes.  The  increase  of  the  teacher's  compensation  takes  its  place 
with  all  these  claims.  This  is  not  all.  The  ability  to  meet  the  desires 
and  aspirations  of  the  true  scholar  does  not  rest  merely  on  financial 
grounds,  (irwit  scholars  and  great  teachers  will  Ije  attracted  to  a  col- 
lege wlicre  the  atmosphere  is  charged  with  scholarly  enthusiasm. 
Whether  a  spectacular  "  drive"  to  increase  the  professor's  pay  .serves 
this  puqjose  is  at  least  a  question.  The  desire  to  hold  a  group  of 
strong  men  tends  always  to  raise  the  scale  of  the  whole  teaching 
stair.  'Hie  mwli(KTe  man  .shares  in  the  rise  which  would  not  have 
come  but  for  the  need  to  hold  able  men  against  tlic  competition  of 
other  colleges.  Under  the  pressure  of  all  these  forces  —  competitive, 
economic,  scholarly  —  the  governing  Ixiarrl  of  a  college  deteniiinas 
for  the  moment  the  scale  of  pay  it  can — or  mu.st — offer. 

It  is  perfectly  clear  that  if  the  college  fixes  for  the  moment  a  level 
of  salary  and  then  offers  to  its  teachers  an  annual  payment  on  old 
age  aimuities,  the  proceeds  of  which  must  go  to  them  or  to  their 
dependents,  the  effect  will  1h'  to  raise  temp)rarilv  the  level  of  com- 
pensation. Ilie  notion  tlmt  it  is  of  no  conseipience  to  the  teacher 
whether  this  level  was  reachetl  by  a  direct  payment  to  the  teacher 
or  by  the  addition  of  an  annual  payment  towanl  tlie  old  age  annu- 
ity, rests  ujK)n  tlie  unjustifie<l  a.ssumption  that  the  sum  set  aside  by 
the  college  for  the  annuity  |)ayment  would  have  Ix-en  added  in  any 
ca.se  to  salary.  Exactly  the  op|H)site  reasoning  has  l)een  followed  bv 
the  college  authorities.  Tliey  have  raisefl  salaries  without  regard  to 
whether  an  old  age  |>ension  was  guarantwd  to  the  teacher.  They 
have  then  adile<l  an  aimuity  payment  to  the  salary  for  two  distinct 
rea.sons;  first,  their  feeling  of  responsibility  for  such  a  system  of  re- 
tirement fnmi  the  standpoint  l>otli  of  the  college  and  of  the  teacher; 
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and  secondly,  because  they  were  fully  aware  that  only  in  a  limited 
number  of  cases  would  a  sum  added  to  salary  be  devoted  to  the  pur- 
pose of  old  age  protection.  So  long  as  the  compensation  to  a  teacher 
is  considered  to  be  made  up  of  salary  plus  a  yearly  payment  on  his 
annuity  contract,  boards  of  trustees  who  determine  salaries  will  con- 
sider these  as  separate  payments  but  forming  together  the  total  com- 
pensation. The  sum  devoted  to  the  old  age  annuity  system  represents, 
in  nearly  all  cases,  an  additional  sum  taken  out  of  income  to  increase 
the  compensation  of  the  teacher. 

The  argument  that  the  payment  on  the  old  age  annuity  is  taken 
out  of  the  "  wages"  of  teachers  loses  sight  of  the  process,  thus  briefly 
described,  under  which  salaries  are  determined  by  university  and 
college  boards  of  government.  In  the  sense  in  which  this  argument 
is  advanced,  all  college  income  not  paid  to  teachers  is  taken  out  of 
wages.  In  truth,  college  boards  have  in  the  past  gone  far  astray  as  to 
the  proportion  of  their  income  that  ought  to  be  devoted  to  salaries. 
The  universal  desire  for  expansion  has  diluted  the  college  salary  be- 
yond any  other  single  cause,  and  in  this  process  the  college  board 
has  acted  generally  in  response  to  the  prompting  of  its  faculty. 
Many  a  college  that  could  have  paid  decent  salaries  to  a  strong 
faculty,  presenting  a  well-rounded  course  of  studies,  has  offered 
starvation  pay  in  the  effort  to  cover  the  whole  field  of  knowledge. 
The  process  by  which  the  "wages"  of  the  teacher  are  determined, 
in  an  open  market  such  as  exists  in  our  North  American  institutions, 
is  by  no  means  a  simple  one,  but  it  is  very  much  that  which  has  just 
been  described.  The  action  taken  by  the  various  colleges  that  under- 
take to  pay  in  whole  or  in  part  the  annual  premiums  on  annuity 
contrsicts  belonging  to  their  teachers,  represents  an  increase  in  the 
existing  scale  of  compensation  of  the  teacher. 

The  essential  facts,  from  the  teacher's  point  of  view,  are  con- 
stantly illustrated  in  the  calling  of  teachers  from  one  institution  to 
another.  Such  transfers  are  generally  made  on  the  basis  of  an  in- 
crease of  salary.  In  case  the  teacher  is  receiving  a  payment  on  an 
annuity  contract,  he  demands  and  receives  his  increase  in  salary  plus 
the  corresponding  payment  on  the  annuity. 

In  a  word,  any  payment  made  by  a  college  out  of  its  income  upon 
an  annuity  contract  becomes  necessarily  a  part  of  the  compensation 
to  the  teacher.  Such  payments  as  have  been  established  recently  by 
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tlie  action  of  American  colleges  were  not  taken  out  of  "wages,"  but 
wereatUlitions  to  the  siilarv  scale  out  of  income,  and  have  establishetl 
a  new  scale  of  compensation  for  the  teacher. 

Much  of  the  confusion  which  has  come  into  the  discussions  of  the 
relation  of  the  old  age  annuity  to  salary  has  grown  out  of  the  aj)- 
plication  of  the  conclusions  of  certain  government  commissions  on 
civil  service  pensions  to  the  widely  different  circumstances  of  Ameri- 
can college  teachers.  ITius  the  report  of  the  Courtney  Commission 
(a  parliamentary  enquiry  undertaken  at  the  retjuest  of  the  partici- 
pants in  the  Hritish  Civil  Service)  came  to  the  following  conclusion, 
which  is  constantly  quoted  in  defence  of  the  notion  that  any  pay- 
ment by  an  employer  is  tiiken  out  of  wages:  "It  appejirs  to  us  to  be 
true  that  a  deferred  pension  is  remuneration  for  service  as  much  as 
an  immediate  money  payment." 

This  statement  is  certainly  true  with  respect  to  tlie  conditions 
that  held  in  the  British  Civil  Service. 'ITiis  service  was  what  might 
be  calletl  a  closed  service.  It  had  no  competition  in  its  own  field. 
The  terms  of  pay  were  fixed  by  the  Government.  A  pension  paid 
by  the  Govennnent  at  the  end  of  an  itidividual's  service  under  such 
conditions  was  deferred  pay.  The  injustice  lay  in  the  fact  that,  while 
nil  sjilaries  were  affected  by  the  value  put  upon  tiie  pension  privi- 
lege, only  a  limited  number  of  jx-rsons  received  the  pirt  of  the  com- 
pensation represented  by  the  deferred  payment  of  a  pension.  Had 
the  Government  set  aside  year  by  year  to  the  credit  of  eju-h  employee 
the  reserve  necessary  to  provide  the  jR-nsion,  and  had  it  cre<iite«l  this 
reserve  and  its  accumulations  to  the  individual  in  cjise  of  his  sepa- 
ration from  tlie  service,  or  in  the  case  of  his  death  hml  jwiid  this  lu-cu- 
mulation  to  his  heirs,  the  arrangement  would  have  been  entirely  fair, 
'i'he  total  conqK-nsation  of  every  menil>er  of  the  service  would  have 
l)een  wdary  plus  a  jx-nsion  reserve,  or,  in  cjujc  of  separation  from  the 
service,  such  a  jwirticipation  in  the  reserve  as  was  n-prt'sented  by  the 
accumulations  to  the  cre<lit  of  tlie  retiring  niendxT.  Furthermore, 
under  such  an  arrangement,  the  jn-nsion  privilege  would  have  l>een 
estimated  at  its  exact  money  value  as  measured  by  the  annual  (or 
monthly)  payments  miule  to  the  reserve  to  the  critlit  of  the  em- 
ployee. The  injustice  of  the  old  age  fx'usion,  jus  carric<l  out  in  the 
Knglish  Civil  Service,  lies  not  only  in  the  fact  that  while  all  salaries 
are  affecte<l,  only  ii  limited  nunilH-r  rcceixe  the  deferri-d  iwiy  in  the 
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t'onn  of  a  pension,  but  a  fortiori  in  the  fact  that  a  pension  privilege 
provided  in  this  manner  is  always  estimated  both  by  the  emplover 
and  the  employee  at  an  exaggeratetl  value. 

The  situation  of  the  employee  of  a  graded  and  uniform  govern- 
mental service  is  very  different  from  that  of  the  American  college 
teacher.  There  is  no  standard  college  pay.  The  older  universities  on 
our  eastern  seaboard  have  one  scale  of  salary,  the  state  universities 
of  the  middle  west  another,  the  Canadian  universities  another,  the 
smaller  colleges  still  another.  Each  college  has,  in  fact,  its  own  scale, 
and  while  these  rates  of  pay  may  be  somewhere  near  comparable  in 
a  given  locality,  so  many  factors  enter  into  the  determination  of  the 
compensation  of  a  teacher — factors  dependent  on  the  cost  of  living, 
the  attitude  of  the  various  boards,  the  supply  of  men  available,  and 
many  others  —  that  we  cannot  hope  for  uniformity  in  salary  even 
if  it  were  wholly  desirable.  For  years  to  come  many  of  these  colleges 
will  have  no  pension  system,  but  they  will  nevertheless  compete 
with  other  colleges  for  teachers.  ^Vhen  they  need  to  draw  men  to 
their  service  from  colleges  supporting  such  a  system,  or  to  hold  men 
against  offers  coming  from  such  colleges,  they  will  make  such  indi- 
vidual arrangements  as  may  be  necessary. 

Notwithstanding  all  these  complexities,  so  long  as  a  growing 
proportion  of  college  boards  maintain  pension  systems  founded  on 
annual  payments  to  the  credit  of  the  individual,  the  compensation 
of  the  college  teacher  will  tend  more  and  more  to  become  a  stated 
salary  plus  a  pension  reserve.  Such  a  situation  represents  a  new  scale 
of  compensation.  The  payment  to  the  pension  reserve  is  part  of  the 
effort  to  raise  the  scale  of  pay.  If  the  college  pays  the  whole  of  this 
(either  from  the  income  of  endowments  raised  for  this  special  pur- 
pose, as  some  colleges  are  doing,  or  from  other  income),  the  result 
is  a  direct  addition  to  salary.  If  it  pays  half  of  the  annual  premium, 
it  has  added  to  compensation  by  that  amount,  assuming  always  that 
the  payments  go  to  the  credit  of  the  individual.  The  two  payments 
together — salary  and  pension  premiums — represent  for  the  moment 
a  new  level  of  compensation,  and  subsequent  additions  to  compen- 
sation will  start  from  that  level.  The  young  teacher  entering  the 
profession  is  quite  as  much  interested  in  having  his  college  under- 
take at  least  a  part  of  the  pension  payment  as  in  any  other  form  of 
compensation ;  for  whatever  advance  of  compensation  may  come  in 
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the  future  will  start  from  this  level.  I'ndcr  the  eonipetition  that 
exists  between  colleges,  the  part  of  tiie  annuity  paid  by  the  college 
will  be  a  practical  lulditioii  to  salary. 

The  college  teacher  whose  university  cooperates  with  him  by  pay- 
ing one-half  of  the  annual  reserv'e  set  aside  for  his  old  age  annuity 
has  a  distinct  advantage  over  the  teacher  who  is  resting  on  the  as- 
sumption that  in  some  way  his  salary  is  to  be  kept  sutticiently  above 
the  general  level  of  college  pay  to  enable  him  to  carry  this  load  at 
his  own  expense. 

Aside  from  the  question  of  the  practical  operation  of  the  matter, 
two  other  considerations  ought  not  to  lie  lost  sight  of.  The  college 
a-s  employer  owes  it  not  oidy  to  its  tejichcrs,  but  to  society,  to  Ixuir 
its  fair  proportion  of  the  responsibility  of  the  old  age  provision.  An 
additional  reiuson  for  prefernng  a  system  Iwused  on  joint  contribu- 
tions lies  in  the  (jualities  of  human  nature  and  rests  upon  the  un- 
varying testimony  of  exjK'rience.  No  old  age  pension  system  has 
proved  jx^rmanently  siitisfactorv  that  dependetl  upon  the  single  con- 
tribution of  either  the  employer  or  the  employed.  'ITie  obligation 
is  a  joint  one.  In  some  form  of  cooperation  that  recognizes  mutuid 
responsibility  lies  the  most  promising  solution.  All  of  these  consid- 
erations have  iK-en  dwelt  ujK)n  at  length  in  various  publications  of 
the  Foundation.  They  are  no  longer  considered  questions  at  issue 
by  those  who  are  familiar  with  the  progress  of  pension  studies. 

CoLLWiE  Savings  Funds 

I^t  us  turn  now  from  these  two  related  questions  to  the  consider- 
ation of  the  advantages  or  disatlvantiiges  that  may  result  from  hav- 
ing each  college  administer  its  own  old  age  annuities  by  setting  up 
its  own  siivings  fund,  ils  llan'anl  has  done. 

The  disjulvantjiges  of  the  particular  plan  adopted  at  Harvard 
are  obvious.  Tlie  whole  sui)jei't  of  the  old  age  annuity  is  n-movcd 
from  the  contractual  relation,  toward  which  idl  miMlern  thinking  on 
tiiis  matter  hius  turnwl,  to  an  arratigement  under  whicii  tlie  jwu-tiri- 
pant  has  no  assurance  of  wliat  he  may  count  u|H)n  when  the  time  for 
retirement  comes.  The  university  simply  agrees  that,  after  paving 
tlie  cost  of  management  and  detlucting  a  ivsiTve  to  protect  invest- 
ments against  depnviatioti,  it  will  invest  not  less  than  J)5  jht  i-ent  of 
the  resulting  accumulation  to  the  credit   of  the  |HU-<icipant  in  an 
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atimiity  t"  he  purc-hascd  wherever  it  can  he  h<u\  on  the  most  advan- 
tageous terms.  Under  tliis  arrangement  the  yoinig  teacher  can  have 
no  certainty  as  to  what  he  may  count  upon  twenty  or  thirty  years 
hence.  The  situation  can  be  best  illustrated  by  a  concrete  example. 

A  teacher  at  age  30  takes  out  a  deferred  annuity  contract  with 
the  Teachers  Insurance  and  Annuity  Association  to  pay  at  the  rate 
of  $10  monthly.  The  company  contracts  that  these  payments  shall 
be  credited  with  interest  at  the  rate  of  four  per  cent,  and  that  at 
age  65  the  policy-holder  shall  have  the  right  to  convert  the  proceeds 
into  an  annuitv  policy  computed  on  the  four  per  cent  basis  and 
amounting  to  $1021.32  annually.  This  is  one  of  four  options  he  may 
select.  The  point  is  that  he  is  guaranteed  that,  beginning  at  age  30 
on  such  a  contract,  he  knows  exactly  the  minimum  upon  which  he 
has  to  reckon.  It  is  named  in  the  contract.  During  the  past  two  years 
the  contractual  accumulation  has  been  increased  by  the  distribution 
of  a  portion  of  the  earned  surplus.  But  in  any  case  the  participant 
has  a  contract  under  which  he  knows  on  just  what  terms  his  accu- 
mulations thirty-five  years  hence  must  be  invested  and  the  minimum 
they  can  produce. 

In  contrast  with  this,  the  participant  in  the  Harvard  Savings 
Fund  has  no  contract.  He  can  have  no  assurance  as  to  what  the 
amount  of  accumulations  will  be  thirty-five  years  hence,  nor  upon 
what  rate  of  interest  his  annuity  purchased  vnth  these  accumulations 
nmst  be  based,  nor  what  retiring  income  he  may  expect.  At  present 
interest  rates  are  high.  The  law  pennits  contracts  for  deferred  an- 
nuities to  be  made  on  a  four  per  cent  ba.sis.  If  in  the  interval  interest 
rates  shall  have  diminished,  the  insurance  companies  wiU  be  required 
to  write  annuities  after  a  given  date  at  a  higher  rate  of  premium, 
say  on  a  three  per  cent  basis. 

In  the  extended  studies  of  this  whole  matter,  which  led  in  Eng- 
land to  the  contractual  system  of  the  Federated  Universities  and  in 
America  to  the  establishment  of  the  Teachers  Insurance  and  Annuity 
Association,  two  fundamental  principles  were  made  clear — first,  that 
the  annuity  must  be  provided  by  a  reserve  accumulated  by  moderate 
payments  over  a  term  of  years;  second,  that  the  participant  must 
have,  not  a  promise,  but  a  contract,  whose  performance  must  be  car- 
ried out  under  the  scrutiny  of  governmental  inspection.  The  Har- 
vard plan  accepts  the  first  of  these  but  rejects  the  second,  "llie  real 
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question,"  wrote  the  Harvard  Faculty  Committee,  "is  not  whether 
the  Teachers  Insumnce  and  Annuity  Association  offers  better  terms 
than  ordinary  insurance  companies,  but  whether  it  offc'rs  Ix^tter  terms 
than  Harvard  could  herself  provide."  The  Teachers  Insurance  and 
Annuity  Assotnation  offers  precisely  what  Harvard  cannot  offer — a 
contract.  And  only  under  such  a  contractual  arrangement  can  a 
young  teacher  know  when  he  Ix-gins  his  payments  what  he  may  de- 
pend upon  ten,  twenty,  thirty  years  hence.  The  essential  ine<|uity  of 
the  savings  fund  plan  lies  in  the  fiu-t  that  the  teacher  is  required  to 
invest  his  money  in  a  scheme  to  Ik'  realized  years  hence  without  any 
contractual  guarantee  as  to  what  he  may  exjiect  when  he  comes  to 
retire.  This  feature  of  the  Harvard  plan  leaves  out  of  consideration 
the  generally  accepted  conclusions  following  from  the  long  and 
laborious  studies  in  this  field.  It  ought  never  to  be  forgotten  that 
it  is  the  young  teacher  entering  his  profession  for  whom  this  retiring 
allowance  plan  is  devised.  Only  under  a  contractual  arrangement  can 
he  know  what  sort  of  annuity  he  can  purchase  with  his  accumula- 
tions thirty  years  hence,  and  this  guarantee  is  vital  to  his  protection. 
I'ndcr  any  other  arrangement  he  cannot  know  what  he  may  cxj)ect 
out  of  his  years  of  saving. 

Entirely  apart  from  all  other  features  of  the  Harvard  savings 
plan,  the  action  of  the  Harvard  Corporation  in  placing  the  old  age 
retirement  once  more  on  an  indefinite  rather  than  on  a  contnu-tual 
basis  is  to  lie  regretted.  No  other  feature  of  old  age  rvtirement  has 
been  more  eniphivsi/e<l  than  this.  In  the  long  discussions  which  led 
up  to  the  plan  finally  adopted  by  the  I'e<leratetl  Universities  of  Great 
Britain  and  by  the  Carnegie  Foundation,  no  single  feature  of  the  old 
age  retirement  plan  wius  niade  more  clear  than  the  necessity  of  giving 
the  teacher  a  contnu't  under  which  he  might  know  definitely  the  sup- 
port upon  which  he  could  rely.  A  savings  fund  setup  under  compe- 
tent men  such  as  manage  the  finances  of  Harvard  will  no  doubt  be 
most  carefully  managed.  The  plan  proposed  in  the  Savings  Fund  is 
simple  and  financially  sound,  but  its  terms  place  the  piu'ticipants  in 
the  plan  under  a  serious  disadvantage.  The  law  would  not  permit 
an  insurance  conipiuiy  to  make  such  an  arrangement  with  its  policy- 
holders. 

'Hie  inconveniences  to  the  teacher  that  would  arise  from  having 
each  college  nin  its  own  savings  fund  are  obvious.  Migration  wouhl 
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be  far  less  easy.  Aside  from  this  consideration,  unless  there  is  some 
great  object  to  be  served  by  separate  savings  funds,  there  is  a  mani- 
fest gain  in  the  institution  of  machinery  for  the  purpose  of  providing 
old  age  annuities  ■which  all  institutions,  large  or  small,  can  emplov. 
The  general  use  of  such  an  agency  makes  for  easy  migration  of 
teachers  and  toward  gradual  unifortnity  in  the  retiring  allowance 
conditions  of  the  widely  separated  colleges  on  the  American  conti- 
nent, and  cooperative  spirit  among  the  colleges  of  the  United  States 
and  Canada. 

One  of  the  most  competent  English  critics,  in  reviewing  the  last 
report  of  the  Carnegie  Foundation,  refers  in  the  following  paragraph 
to  some  of  the  problems  which  are  complicated  by  a  multiplication 
of  agencies,  but  which  are  solved  by  a  central  agency  that  can  ser\  e 
different  institutions  in  different  ways. 

"We  see,  therefore,  that,  through  the  administration  of  a  great 
private  benefaction,  there  has  been  evolved  in  America  a  pen- 
sion system  which  in  general  form  is  not  dissimilar  to  the  Fed- 
erated Superannuation  System  for  Universities  and  University 
Colleges  in  this  country.  There  are,  however,  important  differ- 
ences. Whereas  our  federated  system  is  in  all  essentials  applied 
uniformly  throughout  the  institutions  concerned,  the  new  sys- 
tem in  America  is  subject  to  a  variety  of  conditions  as  to  the 
rate  of  contribution,  the  grades  of  staff  admitted,  and  other 
qualifications  as  to  length  of  service  and  amount  of  salary. 
Also,  while  some  institutions  make  entrance  to  the  scheme 
compulsory  on  all  members  of  certain  grades  of  staff,  others 
leave  it  entirely  to  the  option  of  the  individuals.  So  long  as 
this  lack  of  uniformity  continues,  the  simplicity  of  transfer 
from  one  institution  to  another,  so  valuable  a  feature  of  the 
English  system,  can  scarcely  be  secured.  It  is  further  to  be  ob- 
served that  the  rate  of  contribution  of  the  American  college  is 
never  more  than  5  per  cent,  as  compared  with  the  10  per  cent' 
now  generally  given  by  the  English  university;  but  against  this 
must  be  put  the  fact  that  the  policies  issued  by  the  American 
Teachers'  Association  are  a  little  more  generous  in  their  terms 
than  those  of  the  insurance  companies  in  our  federated  sys- 
tem.'"^ 

'  This  is  an  error.  The  English  universities  contribute  five  per  cent  and  the  teachers  a  like 
amount. 

'  The  English  companies  with  which  the  Federated  Universities  contracted  have  an  over- 
head of  from  six  to  ten  per  cent.  Commercial  companies  in  the  United  States  have  an  over- 
head cost  of  from  eighteen  to  thirty  per  cent.  The  Teachers  Insurance  and  Annuity  Associa- 
tion has  no  overhead  cost. 
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The  need  for  unifoniiitv  is  over-emphasized  in  this  statement,  and 
fails  to  take  into  account  the  wide  diversity  of  the  colleges  and  uni- 
versities of  North  America.  Tliese  divergencies  are  so  numerous  that 
lack  of  unifi)nnitv  of  pension  provisions  cuts  no  great  figure  in  the 
transferor tt-achers  from  one  institution  to  another.  A  teacher  trans- 
ferring from  Harvard  to  Columbia,  for  example,  could  transfer  his 
reserve  to  the  Teachers  Insurance  and  Annuity  Association  and  con- 
tinue his  annuity  accumulation.  A  Columbia  teacher  coming  to  Har- 
vard could  not  transfer  his  accumulations  to  the  Harvartl  Fund,  but 
if  the  I'niversity  really  desired  his  services,  it  would  no  doubt  agree 
to  continue  the  future  payments  into  the  reserve  to  his  cre<lit  in  the 
Teachers  Insurance  and  Annuity  Association.  All  sorts  of  complica- 
tions will  arise  in  transferring  men  from  institutions  that  have  diver- 
gent systems  for  retirement,  or  no  system  at  all,  but  with  gmxl  will 
and  gotxl  sense  they  are  all  ca[)able  of  wljustment. 

Kntire  uniformity  of  pension  provisions  is  not  possible  and,  even 
if  securi'd,  it  would  play  but  a  small  nMe  in  view  of  the  wide  diver- 
gencies among  our  institutions  of  higher  learning  with  resjxvt  to 
salary,  tenure  of  service,  sejwration  from  the  profession  of  teai-hing, 
and  other  important  factors.  The  Teachers  Insurance  and  Annuity 
Association  was  institute*!  with  a  view  to  promoting  such  desirable 
uniformity,  but  it  was  made  elastic  enough  to  .ser\'e  the  individual 
teacher  whether  he  teaches  in  a  great  university  or  in  a  remote  col- 
lege, and  whether  his  college  co<ij)erates  with  him  or  not,  and  in 
every  case  upon  definite  contractual  terms. 

.-Vpart  from  the  .serious  obji-ction  to  the  Harvarxl  plan  already 
noted  —  the  disadvant^ige  to  the  participant  in  any  non-contractual 
.scheme — and  leaving  out  of  consideration  also  the  complexity  that 
would  be  intrmluced  if  some  hundreds  of  colleges  mlopted  the  plan 
of  separate  savings  funds,  there  still  remains  to  be  stated  a  funda- 
mentid  objection  to  the  sjivings  fund  scheme — an  objection  which 
the  exjierience  of  the  jMist  fifty  years  abundantly  confirms. 

'ITie  separate  n-serve  by  a  college  is  simply  a  savings  fund  into 
which  the  participants  make  deposits  under  statetl  conditions.  V.x- 
perience  has  shown  that  a  large  projKirtion  of  the  contributors  to 
a  sjivings  fund  will  in  time  demand  the  return  of  their  accumula- 
tions on  terms  which  the  custodians  of  the  fund  will  find  it  pnicti- 
cally  impossible  to  ri-fuse.  An  essential  weakness  of  the  .separate  sav- 
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ings-fund  device  lies  in  the  fact  that,  under  the  conditions  of  human 
experience,  the  separate  savings  fund  is  likely  to  result  in  the  defeat 
of  the  primary  purpose  for  which  it  was  instituted,  namely,  assur- 
ance of  financial  independence  in  old  age. 

There  is  a  fundamental  difference  between  investing  the  annual 
payments  (whether  contributed  by  the  college  or  the  teacher)  in  a 
savings  fund  and  investing  these  same  savings  in  an  old  age  annuity 
contract.  In  the  latter  case  the  monies  are  paid  under  a  contract 
which  belongs  to  the  individual  but  dedicates  the  accumulations  to 
a  specific  purpose,  the  old  age  annuity  (to  begin  at  such  time  as  the 
owner  of  the  contract  may  designate).  ITie  owner  cannot  divert  the 
accumulations  to  the  purchase  of  a  house  or  to  relieve  a  financial 
emergency  or  to  other  similar  purposes.  The  money  can  be  used  only 
for  the  purpose  stated  in  the  contract.  No  savings  fund,  whatever  the 
intentions  of  the  custodians  may  be,  can  guarantee  that  the  funds 
will  finally  be  used  bv  the  participants  for  the  primary  purpose  for 
which  the  fund  was  intended. 

ITie  literature  on  this  subject  is  extensive  and  the  testimony  is 
all  in  one  direction.  Agencies  like  life  insurance  companies,  for  ex- 
ample, accept  payments  for  a  policy  contract  whose  legitimate  and 
primary  purpose  is  to  protect  the  dependents  of  the  policy-holder 
against  the  hazard  of  his  premature  death.  It  is  most  natural  that 
the  policy-holder  should  wish  to  retain  the  power  to  borrow  against 
this  accumulation  for  other  purposes.  The  competing  life  insurance 
companies  began  the  practice  of  lending.  The  law  now  requires  in- 
surance companies  to  lend  upon  policies  in  proportion  to  the  reserve 
accumulations.  The  result  is  that  a  large  and  growing  proportion  of 
policy-holders  use  these  accumulations  for  other  purposes  than  the 
protection  of  their  dependents. 

Among  the  most  pathetic  appeals  that  come  to  the  Carnegie 
Foundation  are  those  from  the  families  of  teachers  whose  insurance 
(meagre  at  the  best)  has  been  pledged  to  meet  some  temporary  want 
or  desire.  Most  agencies  for  human  betterment  fail  of  their  purpose 
because  they  undertake  to  serve  causes,  desirable  enough  in  them- 
selves, but  which  endanger  the  primary  purpose  for  which  the  agency 
exists.  It  was  out  of  this  experience  that  the  Federated  English  Uni- 
versities scheme  requires  the  setting  aside  of  the  combined  contri- 
bution of  ten  per  cent  made  by  the  teacher  and  his  university  for 
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the  purchase  of  jx)licies  for  definite  contractual  ends,  and  in  vir- 
tue of  this  exp-rieiu'i'  thev  ret]uire  also  that  life  insurance  policies 
taken  out  hv  these  iiiinuitants  shall  Ihj  depositetl  with  the  univer- 
sities. 

The  Tfjicher?  liisuniiu-e  and  Aiimiity  Association,  like  other  in- 
surance companies,  is  rtt|uire<l  by  law  to  lend  on  stated  terms  upon 
the  life  insurance  policies  of  its  policy-holders.  The  teacher  who 
takes  out  his  insurance  and  his  aiuiuity  jH)licies,  not  as  two  separate 
and  unrelatc<l  things,  but  as  two  pjirt.s  of  the  same  thing,  will  gen- 
erally combine  his  annuity  contract  with  some  form  of  tenn  jwlicy 
or  of  decreasing  insurance  policy  which  in  large  measure  removes  the 
ability  lus  well  as  the  temptation  to  l>orrow — a  situation  for  which 
many  a  widow  will  1k'  grateful.  It  is  entirely  natural  that  men  taking 
out  insurance  and  annuity  contnu-ts  sjiould  wish  to  retain  the  option 
of  using  the  accumulations  for  other  purjwses  than  those  to  which 
they  were  dedicateil.  All  experience  shows  that  the  effort  to  compose 
these  divergent  aims  means,  in  a  large  nund)er  of  cases,  the  defeat 
of  the  primary  pnrjwse  for  which  the  paymenis  were  made  and  for 
which  the  agency  exists. 

'I'he  objection  to  the  promotion  of  a  lunnlH-r  of  separate  sjivings 
funds  by  the  colleges  lies,  therefore,  not  so  much  in  the  incongruities 
that  may  result,  lus  in  the  al)andonment  of  the  contractual  arrange- 
ment and  in  the  prolwibilitv  that  the  savings  fund  divorce<l  from  the 
aiH)uity  and  insurance  contract  will  in  the  long  run  l)e  found  to  serve 
other  ends  timn  that  for  which  it  was  instituted.  This  uncertiiinty  is 
redected  in  the  Harvard  Savings  Fund  arrangement  by  the  reser- 
vation which  the  ('oqx)ration  makes,  under  which  the  scheme  may 
be  discontinuetl  at  any  time  in  the  future  and  tiie  accumulations 
distributed. 

I'UOVISION-    KOIl    DlSABII.ITV 

The  question  of  a  provision  for  disability  touched  upon  in  tlte 
Harvanl  report  is  fully  dejilt  with  in  the  following  section. 

It  is  suthcient  to  s<iy  here  that  the  provision  for  disiibilitv  income 
provideii  by  the  Carnegie  Foundation  for  future  teachers  of  the  as- 
stK-iated  institutions  holding  annuity  contracts  from  the  Teachers 
Insumnce  and  Annuity  Association  was  untlertaken  by  the  l'\)un- 
dation  aa  the  result  of  its  own  experience. 
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The  resources  of  the  Foundation  are  intenileil  for  the  benefit  of 
college  teachers,  to  be  expended  in  such  ways  fis  experience  may  in- 
dicate as  wise  and  helpful.  In  the  future,  teachers  in  colleges  whose 
boards  cooperate  in  an  old  age  annuity  plan  will  be  able  to  provide 
their  own  protection  thru  policies  in  the  Teachers  Insurance  and 
Annuity  Association,  except  those  teachers  upon  whom  the  misfor- 
tune of  disability  shall  fall. 

In  the  experience  of  the  Foundation  such  CAses  have  been  com- 
jiarativelv  rare,  but  most  pathetic  in  their  results. 

This  provision  was  instituted  in  aid  of  the  teacher  who,  despite 
his  own  foresight  and  self-denial,  finds  himself  and  his  family  the 
victims  of  disease  or  of  accident.  The  reserve  being  accumulated  to 
meet  such  claims  amounted  on  June  30,  1920,  to  $220,000. 


DISABILITY  INSURANCE 

THE  sharp  competition  between  the  life  insurance  companies 
gives  rise  constantly  to  new  forms  of  benefit  intended  to  attract 
an  increasing  number  of  persons  to  purchase  policies.  This  process 
sometimes  brings  out  a  new  feature  that  proves  of  permanent  value, 
but  not  infrequently  it  results  in  mingling  incongruous  forms  of 
insurance,  and  sometimes  in  widespread  disappointment.  The  pur- 
chaser of  an  insurance  policy  undertakes  a  contract  whose  benefits 
are  to  accrue  at  some  time  in  the  future.  In  no  other  form  of  under- 
taking is  it  more  important  that  the  terms  upon  which  the  benefits 
are  to  be  realized  shall  be  definite  and  unmistakable.  The  purchaser 
of  such  a  policy  is  rarely  in  a  position  to  compare  the  optimistic  esti- 
mate of  the  agent  who  sells  him  the  policy  with  the  actual  outcome 
of  similar  offerings  in  the  past. 

For  example,  some  years  ago  there  was  added  a  clause  in  the  pol- 
icy contracts  of  many  companies,  under  which  in  case  the  insured  is 
killed  byaccidental  means,  the  beneficiary  of  the  policy  receives  twice 
the  amount  of  the  insurance. 

This  sort  of  bidding  belongs  to  the  competitive  side  of  insurance. 
The  cost  of  a  life  insurance  policy  depends  upon  mortality  rates 
carefully  determined  from  vital  statistics  extending  over  many  years. 
Accident  insurance  depends  on  an  entirely  different  probability,  less 
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easy  to  ascertain  and  subjet-t  to  a  greater  limit  of  error  than  the 
death  risk  as  determined  by  the  mortality  tables.  There  is  no  justi- 
fication for  mingling  these  two  kinds  of  risks.  The  person  who  desires 
accident  insurance  would  do  well  to  purcha.-ie  his  policy  from  a  com- 
pany engage<l  in  writing  policies  to  cover  this  particular  kind  of  risk. 
'ITie  mingling  of  these  two  incongruous  offerings  is  no  part  of  legiti- 
mate life  insurance,  but  a  part  of  the  competitive  struggle  for  busi- 
ness. Its  introduction  in  life  insurance  contracts  has  resulte<l  in  much 
litigation. 

Tilie  agitation  for  disability  insurance  rests  partly  upon  tlie  same 
basis.  The  sudden  demand  on  the  part  of  teachers  for  such  insurance 
is  not  .so  much  a  ivflection  of  their  own  conclusions,  as  of  the  impres- 
sions produced  upon  them  by  the  enterprising  agent.  'Iliere  is,  how- 
ever, a  legitimate  field  for  disjibility  insurance,  but  in  onler  to  make 
clear  what  this  field  is  and  to  prevent  disjippointments  that  are  sure 
to  ensue  otherwise,  it  is  well  to  cjill  attention  to  certain  misappre- 
hen.sions  which  exist  with  regard  to  the  policies  ordinarily  ortere<l 
and  the  iK-nefit.s  which  may  fairly  and  reasonably  Ik-  proniise<l  to  a 
teacher  thni  disjibility  insurance. 

ni.sability  benefits  have  Ihhmi  incorporated  into  certain  forms  of 
insurance  policies.  These  !)enefits  are  of  two  kinds.  The  first  consists 
in  a  waiver  of  premiums  in  c<use  the  policy-holder  iK-comes  physically 
or  mentally  incjipm-itated  iR'fore  attaining  a  sjKTified  age.  The  sec- 
ond consists  in  a  monthly  payment  to  the  insure*!  in  ciise  of  com- 
plete disability.  This  payment  is  Ijitsed  upon  the  amount  of  the  in- 
surance policy,  and  the  more  common  policies  proviile  an  income  of 
$10  a  month  for  ejich  one  thousanil  of  insurance.  For  example,  the 
i\ol(ler  of  a  $1(),()()0  whole  life  policy  is  a.ssured  the  payment  of  an 
income  of  Jl(K)  a  month  in  case  of  toUil  disability  lus  determined  by 
the  company  under  certain  sj)ecifie<l  conditions. 

The  premium  necessary  t(»  cover  the  first  of  these  risks  is  verv 
small.  Many  insurance  comjmnies  write  it  into  their  policies  with- 
(»ut  additional  charge,  leaving  it  to  be  absorbed  in  the  loading  placed 
upon  all  jxilicies  by  ct)nmiercial  companies.  The  Tejichers  Insurance 
and  Annuity  A.sstH'iation  includes  this  small  charge  in  its  |)reniium, 
iH'cau.se  its  premiums  are  not  loaded.  For  a  man  of  80,  who  takes  out 
a  term  policy  to  end  at  age  65,  the  cost  is  approximately  twelve  cents 
a  thou.sand  of  insurance  a  year.  'ITiis  provision  is  a  most  fortunate 
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one  for  tlie  policy-holder,  and  ensures  the  continuance  of  his  insur- 
ance protection  in  cAse  he  becomes  totally  disabled. 

The  second  form  of  benefit,  the  provision  of  a  monthly  income  in 
case  of  total  disability,  is  a  more  expensive  risk  and  one  whose  cost 
has  not  been  ascertained  with  accuracy.  For  this  reason,  at  the  time 
when  the  Teachers  Insurance  and  Annuity  Association  began  its 
work  two  years  ago,  such  provisions  were  not  included  in  the  policies 
offered.  Since  that  time  a  considerable  amount  of  additional  light 
has  been  thrown  on  the  nature  of  this  risk.  The  records  of  the  mutual 
benefit  organizations  have  been  made  available,  as  well  as  the  in- 
formation drawn  from  the  experience  of  the  life  insurance  companies 
themselves,  altho  each  company  is  disposed  to  rest  upon  its  own  ex- 
perience. It,  is  believed,  therefore,  that  an  outside  cost  of  this  risk 
can  at  least  be  fairly  estimated  at  the  present  time. 

It  is,  however,  to  be  noted,  that  where  committees  of  college 
teachers  have  discussed  this  matter,  they  have  generally  had  in  mind 
a  different  conception  of  the  term  "disability"  from  that  which 
must  be  used  in  writing  disability  insurance.  The  committee  of  the 
American  Association  of  University  Professors,  for  example,  have 
indicated  to  the  Foundation  their  desire  for  an  insurance  provision 
sufficiently  generous  to  cover  disability  unfitting  one  for  the  pro- 
fession of  the  teacher. 

The  Committee  of  Harvard  Faculty  was  greatly  concerned  about 
disability  and  recommended  to  the  Corporation  that  "a  small  per- 
centage of  these  annual  retentions  (of  salary)  be  used  to  provide  all 
teachers  with  insurance  against  disability,"  which  the  Connnittee 
states  elsewhere  in  the  report  can  be  done  at  extremely  small  cost. 
They  finally  made  the  specific  recommendation  that  the  University 
maintain  a  disability  fund  for  the  benefit  of  totally  and  partially  dis- 
abled teachers  by  setting  aside  annually  not  less  than  half  of  one  per 
cent,  nor  more  than  one  per  cent,  of  the  total  salary  budget  of  the 
permanent  staff,  the  fund  to  be  administered  at  the  absolute  discre- 
tion of  the  University.  The  weakness  in  any  such  arrangement  lies 
in  determining  what  is  disability.  A  fund  administered  without 
specific  definition  will  find  itself  taxed  beyond  its  ability  to  bear. 
On  the  other  hand,  the  imposition  of  a  strict  disability  clause,  such 
as  is  necessary  if  the  disability  provision  is  to  be  placed  upon  a  con- 
tractual basis,  sharply  limits  the  number  of  those  who  can  look  to 
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it  for  relief  and  is  likely  to  l)e  disappointing  in  the  long  run.  It  is 
interesting  to  note  that  the  Harvard  Corporation  did  not  act  upon 
this  suggestion,  but  has  left  the  matter  of  disability  to  be  dealt  with 
as  each  case  may  arise,  which  consigns  the  matter  to  the  same  region 
of  uncertainty  in  which  it  lav  Ix-fore. 

Let  us  now  note  exactly  what  the  insurance  companies  contract 
for  when  they  write  disability  insurant.  The  following  paragraph 
((uotes  the  clause  covering  disability  taken  from  tlie  contract  of  one 
of  the  l)est  conipmies.  It  is  used  as  an  illustration,  not  only  because 
it  represents  the  conditions  usually  imposed  in  such  contracts,  but 
also  because  it  is  made  to  cover  the  disability  risk  up  to  age  65,  by 
which  time  the  typical  teacher  of  the  future  ought  to  find  himself 
protecteil  by  his  annuity  accumidation. 

"Waiver  of  Prkmiumsaxd  Intome  during 
Total  and  Pkhmanent  Disability' 
"If  the  Insured,  before  attaining  the  age  of  sixty-five  years, 
provide<l  premiums  have  been  duly  paid  and  this  jK)licy  is  then 
in  full  force,  becomes  physically  and  mentally  incapacitated  to 
such  an  extent  lus  to  be  wholly  and  [)tTmai)entlv  unable  to  en- 
gage in  any  occupation  or  profession  or  to  perform  any  work 
for  comiwnsation,  gain  or  profit;  or  suffers  the  irrecoverable 
loss  of  the  entire  siglit  of  both  eyes,  or  the  sevenuice  of  both 
hands  at  t)r  above  the  wrists,  or  of  both  feet  at  or  alwve  the 
ankles,  or  of  one  entire  hand  and  one  entire  foot;  and  at"ter  such 
disability  has  existed  for  ninety  days,  shall  furnish  due  ]>roof 
thereof  to  the  Company,  at  its  Home  Otlice,  the  Company  will 
waive  the  payment  of  any  j)remium  thereafter  due  upon  this 
Policy  during  the  continuance  of  such  disability.  l'|)()n  acc"ept- 
ance  of  such  proof,  and  during  the  continuance  of  such  dis- 
ability, the  ComjMiny  will  also  pay  to  the  Insured 

"An  Income  of  Dollars  a  Month. 

"Such  Waiver  of  Premiums  and  Income  Payments  shall  not 
affect  any  other  obligation  of  the  Company  mider  the  Policy, 
and  the  sum  insure*!  shall  Ik-  ixivable,  and  the  loan  and  cjush 
values  ami  .sliares  of  surplus  sliall  be  available,  for  the  sjime 
amounts  and  in  the  s^ime  manner  a.s  if  all  premiums  waivetl  had 
In-eii  paid.  Interest  on  any  indebtedness  to  the  Comjianv  on  tllis 
Policy  shall  Ik-  deducted  from  the  income  jMiyment-s. 

"The  Company  sliall  have  (he  right  at  any  time,  but  not 
oftener  than  once  a  year,  to  require  clue  proof,  by  an  examina- 
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tion  of  the  Insured  by  its  duly  appointed  Medical  Examiner, 
of  the  continuance  of  the  disability.  If  the  Insured  shall  so  far 
recover  as  to  be  able  to  engage  in  any  occupation  or  profession 
or  to  perfonu  any  work  for  compensation,  gain  or  profit,  no 
further  premium  will  be  waived  nor  monthly  income  paid;  and 
all  premiums  thereafter  falling  due  shall  be  paid  by  the  Insured 
in  conformity  with  the  terms  of  the  Policy. 

"This  Provision  shall  terminate  if  and  when  the  Insured 
.shall  engage  in  military  or  naval  service  in  time  of  war,  or  in 
any  work  in  connection  with  actual  warfare." 

For  an  income  of  SIO  a  month,  the  rates  of  this  particular  com- 
pany for  a  man  aged  35  would  be  in  combination  with  a  whole  life 
policy  S2.50,  with  a  20  payment  policy  .?2.T0,  with  a  20  year  endow- 
ment policy  S2.80,  for  each  one  thousand  of  insurance.  Thus  a  man 
who  had  taken  out  such  a  policy  at  age  35  for  S10,000  would  in 
the  event  of  disability,  as  determined  under  this  contract,  receive  a 
monthly  income  of  SlOO  during  the  period  of  such  disability,  for 
which  he  would  have  paid  at  the  rate  of  $25  a  year  in  the  case  of 
a  whole  life  policy,  $27  a  year  in  the  case  of  a  20  payment  policy, 
and  $28  a  year  in  case  he  held  a  20  year  endowment  policy. 

When  this  contract  is  examined,  it  is  found  that  in  the  case  of  cer- 
tain definite  causes  of  disability,  for  instance  the  loss  of  both  eyes  or 
the  loss  of  both  hands,  the  contract  is  specific.  The  probability  of 
such  misfortune  to  the  teacher  is  extremely  small.  The  disability  that 
he  fears  is  disability  due  to  failure  in  health.  The  question  of  com- 
pensation thru  a  disability  income  will  depend  in  this  case  on  whether 
he  can  prove  to  the  satisfaction  of  the  company's  examiner  that  he 
is  "incapacitated  to  such  an  extent  as  to  be  wholly  and  permanently 
unable  to  engage  in  any  occupation  or  profession  or  to  perform  any 
work  for  compensation,  gain  or  profit."  Unfortunately,  with  the  best 
intentions  on  the  part  of  the  life  insurance  company  and  of  its  exam- 
iners, the  determination  of  this  question  opens  a  large  door  for  the 
admission  of  future  disappointment. 

The  teacher  who  is  attracted  by  this  notion  of  disability  income 
needs  also  to  be  reminded  that  most  insurance  companies  not  only 
provide  that  the  disability  shall  exist  for  a  stated  period  (90  days  in 
the  terms  of  the  contract  quoted  above),  before  the  benefit  becomes 
available,  but  they  write  disability  insurance  only  in  connection  with 
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the  more  expensive  forms  of  life  insurance  policies,  such  as  whole  life 
policies,  limited  jiavment  policies,  and  endowment  policies,  for  rea- 
sons that  are  easily  understood.  These  forms  of  policy  accumulate 
larger  rescrvas  in  the  hands  of  the  company,  which  serve  to  offset 
losses  due  to  disability  payments  or  to  any  error  in  the  rates  charged 
for  disability  insurance.  For  the  ordinary  teacher  who  expects  to  live 
on  his  income,  such  {)olicies  are  more  expensive  and  less  adapted  to 
his  purpose  than  some  form  of  term  policy  taken  out  so  as  to  articu- 
late with  his  annuity  contnu't.  The  teacher  who  desires  to  deal  with 
the  ([uestion  of  his  protection  and  with  that  of  his  dej)endents  as 
parts  of  one  thing  rather  than  as  two  separate  things  would  find 
himself  generallv  unable  to  purchase  disability  protection  in  con- 
nection with  the  form  of  policy  which  might  be  most  advantageous 
for  liim  to  use. 

It  will  be  seen  also  that  the  teacher  wlio  carries  tlie  ordinary 
amount  of  insurance  would  find  himself  providetl  with  a  very  meagre 
income. 'ITie  average  teacher  in  a  college  or  university  carries  less 
than  S50()0  insurance.  The  disability  clause  providing  compensation 
would  therefore  nieiin  an  income  of  not  more  than  $.50  a  month. The 
teiu'her  who  can  carry  a  large  |)olicy,  in  one  of  the  more  expensive 
forms  of  insurance,  will  pay  out  annually  a  sum  of  money  which,  in- 
vt-sted  in  a  combination  of  term  insurance  and  an  annuity  contract, 
would  yield  a  far  gix-ater  ])rotection.  Kew  teachers  can  attbrd  to  carry 
large  enough  life  insurance  policies  to  vield  incomes,  in  ca.se  of  dis- 
ability, Ixviiing  anv  ivlatioii  to  their  needs. 

It  will  thus  lie  si-en  that  desirable  as  it  is  to  have  some  form  of 
insurance  [Kjlicy  providing  income  during  disability,  the  matter  is 
necessarily  he<lge<l  alxiut  by  micertaintiesand  limitations  very  likely 
to  l)e  <)verlooki'<l  by  the  purchaser,  all  of  wiiich  tend  to  make  such 
policies  far  less  attractive  thanjhev  seem  when  descriln'd  by  an  en- 
thusiastic solicitor. 

'ITie  Trustees  of  the  Teachers  Insurance  and  Annuitv  Association 
have  acted  conservatively  in  the  matter  of  disability  insunuice,  as  in 
all  other  (piestions  of  doubtful  conditions.  All  insurance  j)olicies  of 
the  A.s.scciation  contain  a  clause  pnividing  for  the  waiver  of  pn-- 
miums  in  ouse  of  total  disiibilitv,  but  no  jiolicies  have  vet  l»een  writ- 
ten or  oft'ered  providing  a  disability  income  in  connection  with  life 
insurance  policies.  In  May.  1920,  the  Trustees  instructed  the  actu- 
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aries  of  the  Company  to  report  to  them,  not  later  than  the  autumn 
of  the  pr&sent  yeiir,  a  form  of  disabihty  clause  which  in  their  judg- 
ment seemed  sound  and  likely  to  prove  satisfactory  to  the  policy- 
holder. Final  action  upon  the  recommendation  of  the  actuaries  can- 
not be  had  until  the  matter  has  been  discussed,  not  only  with  the 
Trustees,  but  with  the  insurance  authorities.  It  may  be  possible  to 
furnish  such  disability  protection  in  term  policies  of  long  period. 

The  Trustees  of  the  Teachers  Insurance  and  Annuity  Association 
construe  it  to  be  their  duty  to  offer  policies  such  as  the  teacher  most 
needs,  but  to  offer  these  under  conditions  of  entire  security.  Further- 
more, the  Insurance  and  Annuity  Association  cannot  afford  to  follow 
the  commercial  companies  in  those  special  bids  that  are  made  on 
the  ground  of  new  or  attractive  benefits  that  may  keep  the  word  of 
promise  to  the  ear  but  break  it  to  the  hope.  Disability  insurance  has 
reached  a  point  where  it  can  be  safely  undertaken  by  a  conservative 
company,  but  no  teacher  should  mislead  himself  into  believing  that 
the  income  he  can  expect  in  the  case  of  such  disability  is  comparable 
to  the  scale  of  pensions  which  have  been  paid  by  the  Carnegie  Foun- 
dation and  by  our  stronger  Universities.  Straight  life  insurance  has 
been  reduced  to  a  scientific  basis.  The  certainty  of  the  benefit  to  be 
derived  under  any  form  of  insurance  is  a  function  of  the  accuracy 
with  which  the  hazard  can  be  defined.  Disability  insurance  will  al- 
ways be  subject  to  the  uncertainty  as  to  what  constitutes  total  dis- 
ability. The  policy-holder  pays  only  for  the  risk  of  total  disability, 
and  he  can  expect  to  receive  only  what  he  pays  for.  The  insured  is 
very  likely  to  get  the  impression  that  his  benefits  are  far  larger  than 
are  called  for  in  his  contract. 

The  experience  of  the  life  insurance  companies  with  disability 
contracts  has  extended  over  only  a  few  years.  Only  general  results 
can  be  indicated  as  to  the  outcome  of  this  experience. 

The  most  common  causes  upon  which  total  disability  claims  have 
been  accepted  are  tuberculosis  and  insanity.  These  two  cover  nearly 
three-quarters  of  all  the  claims  granted  for  disability.  Next  to  these 
two,  the  most  common  ground  of  disability  is  paralysis.  Cancer, 
fractures,  blindness,  dialjetes,  and  sarcoma  together  account  for  the 
greater  part  of  the  remaining  cases. 

It  is  not  possible  to  indicate  how  large  a  proportion  of  the  claims 
for  total  disability  are  refused.  The  life  insurance  companies  have 
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dealt  with  this  subject  with  great  care,  and  special  examiiiei-s  are 
maintained  to  ciieck  such  examinations  and  to  reexamine  after  one 
year  the  individual  to  whom  a  grant  on  the  basis  of  total  disability 
ha-s  l)een  allowed.  The  excellence  of  the  work  of  these  examiners  is 
shown  l)v  the  testimony  of  the  mortality  records  of  those  whose  dis- 
ability was  admitted  and  of  those  whose  claims  were  refused.  The 
former  have  a  very  high  rate  of  mortality,  the  latter  do  not. 

The  essential  fai-ts  seem  to  be  these:  'ITie  individual  whose  illness 
justifies  a  claim  of  total  disability  under  the  strict  terms  of  his  insur- 
ance contract  can  exj)ect  but  a  brief  span  of  life.  The  man  whose 
disability  is  of  such  a  character  that  it  may  extend  over  a  long  tenn 
of  years  will  rarely  be  able  to  establish  his  claim.  And  this  is  quite 
in  accordance  with  the  contract.  A  disability  provision  to  cover  this 
latter  sort  of  impairment,  which  often  inifits  the  tcju'her  for  his  work, 
would  l)e  far  more  costly  than  that  for  which  the  insured  pays.  'Die 
notion  that  the  teacher  can,  by  this  small  payment,  provide  an  in- 
come under  any  circumstances  other  than  those  of  dire  disease  is  an 
illusion  who.se  general  lu-ceptance  can  lea<l  oidy  to  disapjxjintment. 
In  addition,  unless  the  insured  am  afford  to  carry  a  largo  amount 
of  costly  insurance,  the  disjdiility  allowance  will  have  a  very  small 
ratio  to  his  s*dary. 

'Hie  essential  matter  for  the  teacher  to  understand  is  that  the 
inherent  uncertainty  as  to  what  constitutes  total  disability  is  such 
that  it  is  impossible  to  make  contracts  covering  it  with  any  such 
certjiinty  as  in  the  ciuse  of  insurance  jxilicies  and  annuity  contracts. 
There  is  no  cheap  way  in  which  disjjbility  protection,  generally  con- 
strued, can  Ix;  furnished  to  any  group  of  men. 


INSURANCK  WITIIOTT  THK  ACJEVl' 

IT  is  an  acceptetl  princi|)le  of  insurance  business  that  no  great 
company  of  |)olicy-h()lders  can  1k'  gathereil  together  except  thru 
jKTSonal  solicitation  by  agents.  IVolwdilv  this  is  true,  altho  it  is  not 
entirely  dear  whether  the  same  amount  of  money  investe<l  in  agents 
might  not  have  Ix-en  as  effei-tivel v  ustil  to  educate  the  bo<ly  of  i)e<)|jle 
to  their  <luties  in  the  niatter  of  insurance.  But  be  this  as  it  may,  no 
great  bmly  of  insiiri'<l  have  ever  l)een  gathered  into  a  company  ex- 
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cept  by  constant  solicitation  and  persistent  urging.  For  all  of  this 
the  policy-holder  pays.  It  has  been  a  common  exercise  of  the  re- 
flective economist  to  compute  the  annual  tax  which  Americans,  for 
example,  impose  upon  themselves  by  reason  of  the  fact  that  they  will 
not  take  out  life  insurance  except  under  the  pressure  of  the  agent. 

'llie  Teachers  Insurance  and  Annuity  Association  is  engaged  in 
the  interesting  experience  of  determining  how  far,  with  a  special 
group  of  highly  intelligent  people,  the  duty  of  insurance  and  of  old 
age  protection  can  be  made  a  customary  feature  of  the  economic  life 
of  the  group.  Fortunately,  the  Association  does  not  have  to  deal  with 
the  difficult  problem  which  confronts  the  commercial  insurance  com- 
pany. While  the  Association  mak&s  its  contracts  with  the  individual 
teacher,  nevertheless  its  operations  are  conducted  in  institutions  in 
which  groups  of  teachers  are  gathered  together,  so  that  it  is  possible 
to  bring  before  the  members  of  the  group  the  advantages  and  the 
obligations  both  of  insurance  and  of  old  age  protection.  That  in  the 
long  run  the  great  advantages  of  the  policies  offered  by  the  Teachers 
Insurance  and  Annuity  Association  will  be  realized  by  teachers  is  a 
matter  of  little  doubt.  Wherever  a  group  of  policy-holders  is  formed, 
they  become  in  a  sense  the  agents  of  the  Association,  and  out  of 
their  own  experience  are  able  to  show  the  advantages  of  its  policies. 
Nevertheless,  it  will  remain  true  for  many  years  that,  even  among 
groups  of  teachers  and  notwithstanding  the  evident  advantages 
which  the  teacher  enjoys  in  having  access  to  the  Association's  policies, 
the  agent  of  the  commercial  company  will  oftentimes  be  able  to  sell 
his  wares  more  successfully  by  personal  solicitation  than  the  Asso- 
ciation can  do  by  a  mere  presentation  of  the  facts  on  the  printed 
page. 

This  was  illustrated  recently  in  an  interesting  way.  In  one  of  the 
large  universities  which,  for  more  than  a  year,  has  been  using  the  an- 
nuity contracts  of  the  Teachers  Insurance  and  Annuity  Association, 
and  in  which  a  considerable  number  of  professors  had  already  taken 
out  insurance  policies  as  well,  an  agent  of  a  commercial  insurance 
company  requested  permission  to  canvass  the  faculty  in  the  interest 
of  his  company.  This  permission  was  given,  as  a  matter  of  course, 
but  an  officer  of  the  institution  added,  "  It  is  entirely  unlikely  that 
you  can  get  any  business  among  our  professors,  because  they  can 
get  any  form  of  insurance  they  desire  from  the  Teachers  Insurance 
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and  Annuity  Ass(X'intion  at  nnicli  less  cost  than  vour  insurance  com- 
pany can  offer  them  and  thev  are  fully  aware  of  that  fact."  The  aj^cnt 
smiled  plea.sjintlv,but  expresse<l  hisconKdence  that, notwithstanding 
this  ditficultv,  an  exj)erienced  and  well-trained  agent  could  place  his 
wares,  and  he  intimated  his  Ix-lief  that  he  could  place  more  insur- 
ance and  at  higher  rates  in  his  own  company  than  had  lxH.'n  taken 
out  in  the  Teachers  Insurance  and  Annuity  Association.  The  event 
proved  the  soundness  of  his  judgment.  Being  an  active  and  energetic 
man  and  a  plausible  talker,  he  was  able  to  place  in  a  short  time  a 
large  amount  of  insurance  for  his  company  with  men  who  had  every 
rejison  to  know  that  this  same  insurance  could  lie  bought  at  a  lower 
cost  thru  the  Teachers  Insurance  and  Annuity  Association.  In  a 
word,  it  is  impossible  to  compete  by  the  printed  page  with  jjersonal 
solicitation  bv  the  agent,  unle.ss  the  man  to  whom  the  agent  presents 
himself  will  give  enough  time  and  thought  to  the  matter  to  under- 
stand the  simple  principles  upon  which  insurance  and  old  age  annu- 
ities are  sold;  and  few  men,  even  among  teachers  whose  financial  in- 
terests are  so  directly  affectetl,  take  the  brief  time  necessary  to 
accjuire  this  knowledge. 

Another  interesting  illustration  in  the  same  field  is  to  Ix-  found 
in  the  history  of  the  annuities  offered  by  the  Canatlian  Government. 
These  annuities  are  aoW  at  practically  the  same  guaranteed  rates  a.s 
those  of  the  Teachers  Insurance  and  Anrniity  Association.  Any  male 
or  female  resident  of  (^aiuula  five  years  of  iige  or  over  may  purchase 
a  Caniulian  Government  Annuity  of  from  ?.50  to  ?.5000.  These  annu- 
ities are  either  Immediate  Annuities  (to  Ix'gin  thrii'  months  from 
the  date  of  [)urcha.se),  or  they  may  1k'  Defern-d  Aiuiuities  to  Ix-gin 
at  any  time  desired. 

Few  people  realize  how  large  an  income  an  extremely  small  amiual 
payment  will  pn)vidc  if  iK-gun  on  the  life  of  a  child,  or  how  such 
small  annual  payments  may  lurumulate  so  as  to  provide  for  the  edu- 
cation of  the  child  years  hence. 

To  illustrate: 

Supixvse  a  Canadian  father  shall  Ix'gin.  when  his  iKiy  is  five  years 
of  age,  to  pay  ?10  a  month  on  an  annuity  contnu-t  with  the  Cana- 
dian (lovernment.  This  contnirt  is  mmle  on  a  four  [kt  cent  luLsis  and 
carries  the  guarantee  of  the  Dominion  (Jovernment.  Should  the  mar. 
contiiuie  to  pav  this  contract  until  the  Imiv  is  twenfv-six  years  of  age. 
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and  should  the  boy  himself  then  take  over  the  obligation,  there  would 
be  to  his  credit  an  income  guaranteed  by  the  government  of  the  fol- 
lowing amount  as  stated  below  : 

Age  Auuuully 

50  $1119 

55  1 583 

60  2277 

65  3333 

70  5000 

The  Canadian  Annuities  Act  was  passed  in  1908.  Up  to  date  the 
number  of  people  who  have  purchased  annuities  is  4960,  for  which 
they  have  paid  in,  up  to  December  31,  1920,  $4,765,481.01.  Quite 
recently  the  Canadian  Government  has  begun  to  advertise  the  oppor- 
tunities offered  under  its  annuities  plan,  with  the  result  that  the 
number  of  enquiries  has  been  greatly  increased,  and  it  may  be  assumed 
that  the  number  of  people  who  take  out  annuities  will  grow  corre- 
spondingly. StiD,  it  is  interesting  to  note  that  with  so  generous  an 
arrangement  in  effect  for  a  dozen  years,  very  few  have  availed  them- 
selves of  the  opportunity  to  accumulate  by  small  payments  a  com- 
petence either  for  themselves  or  for  their  children. 

In  the  United  States  the  purchase  of  annuities  is  not  a  matter 
which  has  been  brought  to  the  attention  of  the  great  body  of  our 
people.  Of  insurance  they  know,  and  in  a  vague  way  most  American 
heads  of  families  recognize  the  obligation  to  carry  at  least  a  modest 
amount  of  life  insurance  as  a  protection  for  their  dependents  in  case 
of  their  premature  death,  but  very  rarely  does  the  individual  con- 
sider the  advantages  and  the  possibilities  of  providing  an  income  for 
a  child  by  beginning  a  modest  payment  when  the  child  is  just  past 
infancy.  The  advantages  are  so  great  that  no  doubt  in  time,  with  the 
increasing  pressure  of  our  economic  life,  and  with  the  uncei-tainty  of 
the  typical  man  or  woman  as  to  where  to  invest  his  savings,  parents 
will  more  and  more  incline  to  the  notion  of  defending  the  future  of 
their  children  bv  starting  an  annuity  provision  early  in  life.  It  may 
possibly  be  thought  wise  later,  when  the  number  of  policy-holders 
of  the  Teachers  Insurance  and  Annuity  Association  shall  have  in- 
creased, to  offer  annuity  policies  on  the  lives  of  young  children  as 
well  as  upon  the  lives  of  adults,  ^\^len  one  remembers,  however,  that 
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the  Canatliaii  Annuities  Act  hivs  been  in  force  for  a  dozen  years  and 
that  anv  resident  of  the  count rv  over  five  years  of  age  may  obtain 
one  of  these  annuities,  and  that  information  is  given  from  every 
post-office  as  well  as  thru  the  superintendent  of  annuities  at  Ottawa, 
one  realizes  that  the  number  of  jx?ople  who  have  thought  seriouslv 
of  this  form  of  provision  for  their  children  is  small.  The  Dominion 
Government  could,  without  doubt, by  employing  agents,  very  greatly 
increase  the  numljer  of  such  annuitants,  but  inasmuch  as  the  gov- 
ernment carries  the  overhead  cost  of  the  system,  it  has  not  hitherto 
deemed  it  wise  to  attract  participants  bv  means  of  personal  solicita- 
tion. No  doubt  slowly,  year  by  year,  there  will  spreml  thru  the  Cana- 
dian people  a  knowledge  of  this  opportunity  tliat  will  induce  an 
increasing  number  to  avail  themselves  of  the  facilities  which  their 
government  offers.  In  very  much  the  same  way  the  list  of  annuity 
contracts  of  the  Teachers  Insurance  and  Annuity  Association  is 
growing  thru  the  gradually  widening  knowledge  of  the  advantages 
which  it  offers  to  the  individual  teacher. 
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